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³,WLVQRWSRVVLEOHWREHDWRSURMHFWRIILFHULQDKRXUZDU]RQH´
3DUWLFLSDQWDWWKH+DEDUDQDZRUNVKRS0D\
  8ZMNIKM
:DUQLQJ7KLVDUWLFOH LVQRWDGHOLFDWHO\UHQGHUHGGLSORPDWLFHQJDJHPHQWLQDQDEVWUDFW
GLVFXVVLRQDERXWLGHDVDQGSUDFWLFHV5DWKHUEHFDXVHLWEXLOGVIURPWKHH[SHULHQFHVDQGVWRULHVRI
LQGLYLGXDOV DQG RUJDQLVDWLRQV ZKR DUH ZRUNLQJ KHURLFDOO\ LQ YLROHQFHSURQH UHJLRQV DURXQG WKH
ZRUOG WKH DUWLFOH UHIOHFWV D ORZ WROHUDQFH ± LPSDWLHQFH HYHQ ± IRU WKH VRSKLVWU\ RU SROLWLFV WKDW
GLVWUDFWDWWHQWLRQIURPPXGG\ OLIHDQGGHDWKUHDOLWLHVRQ WKHJURXQG7KHDUWLFOHUHVWVRQDEHOLHI
WKDWFRQVWUXFWLYHFKDQJHDQGQHWSRVLWLYHLPSDFWUHTXLUHVPRUHWKDQMXVWGRLQJ³PRUHRIWKHULJKW
WKLQJ´ ,W DOVR UHTXLUHV WKDW ZH VWRS GRLQJ WKH ZURQJ WKLQJV )RU WKLV UHDVRQ LW VSHDNV LQ IDLUO\
H[SOLFLWWHUPVDERXWDFWLRQVDQGDFWRUVWKDWULVNXQGHUPLQLQJWKHHPSRZHULQJSRWHQWLDORI3HDFHDQG
&RQIOLFW,PSDFW$VVHVVPHQW7KHDEVHQFHRIVXFKGHWDLOVZRXOGOHDYHXVVSHDNLQJDYDJXHODQJXDJH
RIJHQHUDOLWLHVDQGULVNVFUHDWLQJWKH LPSUHVVLRQWKDWDVHOIGHVFULEHG3&,$LQLWLDWLYH LVSXWWHULQJ
DORQJPRUHRUOHVVRQWKHULJKWSDWK6RPHWLPHVWKLVLVWUXH6RPHWLPHVLWLVQRW,I3&,$LVWRVWDQG
DFKDQFHRIOLYLQJXSWRLWVSRWHQWLDOZHKDGEHWWHUEHDEOHWRGLVWLQJXLVKEHWZHHQZKHQLWLVZRUNLQJ
DQGZK\DQGZKHQLWLVQRWZRUNLQJDQGZK\
 1V\ZWL]K\QWV
, ZHOFRPH WKH %HUJKRI 5HVHDUFK &HQWHU¶V FRQWLQXHG HQWKXVLDVP WR VWLPXODWH FULWLFDO
WKLQNLQJRQ3HDFHDQG&RQIOLFW,PSDFW$VVHVVPHQW3&,$-XVWDVWKHILUVWURXQGRIGLDORJXHRU
³GHEDWHV´DVWKH\DUHNQRZQLQVRPHFLUFOHVFUHDWHGDWLPHO\DQGVWUDWHJLFPRPHQWWRUHIOHFWRQWKH
HYROXWLRQRIWKHLGHDDQGSUDFWLFHRI3&,$VRGRHVWKHFXUUHQWURXQGRISDSHUVRIIHUDQRSSRUWXQLW\
WRFRQVLGHUUHFHQWGHYHORSPHQWV7KH&HQWHU¶VJHQXLQHO\FRQVWUXFWLYHDQGFROODERUDWLYHDSSURDFK
WRWKHGLVVHPLQDWLRQRIDSSOLHGUHVHDUFKLVRQHZKLFKLVWRRUDUHLQDGHYHORSPHQWLQGXVWU\ZKHUH
FRPSHWLWLRQEHWZHHQRUJDQLVDWLRQVIRUGZLQGOLQJRUQHZO\DYDLODEOHUHVRXUFHVWRRIUHTXHQWO\OHDGVWR
XQFRQVWUXFWLYHFRPSHWLWLRQGXSOLFDWLRQRIWHQWUDQVSDUHQWSODJLDULVPDQGVXERSWLPDORXWFRPHV
7KH EURDG SDUDPHWHUV RI WKH FXUUHQW GLDORJXH ZHUH VHW RXW E\ WKH %HUJKRI HGLWRUV DV
IROORZV³XQGHUWKHKHDGLQJ³1HZ7UHQGVLQ3&,$´HDFKDXWKRUSUHVHQWVKLVRUKHURZQDSSURDFK
H[SHULHQFH ZLWK 3&,$ RU VLPLODU PHWKRGRORJ\´ , ILQG P\VHOI LQ DQ LQWHUHVWLQJ DQG VRPHWLPHV
XQFRPIRUWDEOHSRVLWLRQ WKDW VKDSHVP\DQDO\VLV DQGDVVHVVPHQWRI WKHVH ³QHZ´ WUHQGV LQ3&,$
+DYLQJ FRLQHG WKH WHUP ³3&,$´ LQ  DQG LQWURGXFHG WKH FRQFHSW LQWR WKH GHYHORSPHQW
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SHDFHEXLOGLQJOH[LFRQ,KDYHZDWFKHGZKDWKDSSHQVWRDQLGHDIURPWKHSRLQWRIUHOHDVHLQWRWKHUHDO
ZRUOGRISROLWLFVEXUHDXFUDFLHVFRPSHWLQJLQWHUHVWVDQG±QRWWRSXWWRRILQHDSRLQWRQLW±PRQH\
,WKDVEHHQDQHGXFDWLRQDOH[SHULHQFHWREHVXUH,VKRXOGEHTXLFNWRDGGWKDWP\RZQUROHLQWKH
GHYHORSPHQWRI3&,$KDVQRWEHHQUHVWULFWHG WR WKDWRISDVVLYHREVHUYHURUFULWLF ,KDYHZRUNHG
LQWHQVLYHO\ZLWKSDUWQHUVWRVHHGDQGWRJURZ3&,$LQSODFHVDQGZD\VWKDWDUHLQWHQGHGWRHQDEOH
XVHUV±HVSHFLDOO\FRPPXQLWLHV±WRGHYHORSWRROVDQGWHFKQLTXHVWKDWDUHSULQFLSOHGDSSURSULDWH
DQGPRVWLPSRUWDQWO\WKHLURZQ
, YLHZ WKH %HUJKRI &HQWHU¶V LQYLWDWLRQ WR FRQWULEXWH WR WKH FXUUHQW GHEDWHV DV DQ
RSSRUWXQLW\ WR EXLOG IURP D SRVLWLRQ RI FULWLTXH WRZDUGV D PRUH FRQFUHWH DQG XVHIXO SURMHFW WKDW
UHFRQQHFWVSUDFWLFHZLWKWKHRULJLQDODVSLUDWLRQVRI3&,$VSHFLILFDOO\LWVGHVLUHWRFRQWULEXWHWRWKH
HPSRZHUPHQWRIFRPPXQLWLHV±QRWOHDVWWKHLUDELOLW\WRQXUWXUHH[LVWLQJSHDFHEXLOGLQJFDSDFLWLHV
WKDWZRXOGHQDEOHWKHPWRDVVHUWFRQWURORYHUWKRVHGHFLVLRQVDQGLQLWLDWLYHVLQWHUQDODQGH[WHUQDO
WKDWDIIHFWOLYHVDQGOLYHOLKRRGVLQYLROHQFHSURQHUHJLRQVDURXQGWKHZRUOG7RWKLVHQGWKHVHFRQG
KDOIRIWKLVSDSHUSRLQWVWRVRPHH[FLWLQJZRUNWDNLQJSODFHLQWKH6RXWKWKDWLVPRYLQJ3&,$LQZKDW
,FRQVLGHUWREHWKHULJKWGLUHFWLRQ
7KHPRVWH[FLWLQJZRUNUHODWHGWR3&,$LVQRWWDNLQJSODFHLQ/RQGRQRU%HUQRU2WWDZD$
YHU\LQWHUHVWLQJH[FHSWLRQPD\EHIRXQGLQWKHZRUNRI-DQHW0F*UDWKDJUDGXDWHVWXGHQWDW6W3DXO
8QLYHUVLW\ZKRLVZRUNLQJZLWKLQGLJHQRXVFRPPXQLWLHVLQ&DQDGDWR³WUDQVODWH´DQG³WUDQVIRUP´
3&,$FRQFHSWVDQG WRROV LQWR IRUPV WKDWDUHXVHIXO LQ WKHSROLWLFDOO\FKDUJHGDQGFRQIURQWDWLRQDO
UHODWLRQVKLSV WKDW KDYH HYROYHG EHWZHHQ LQGLJHQRXV FRPPXQLWLHV VHWWOHU FRPPXQLWLHV DQG WKH
&DQDGLDQ*RYHUQPHQW7HFKQLFDOO\WKHVHLQLWLDWLYHVDUHQRWORFDWHGLQWKHRYHUGHYHORSHG1RUWKEXW
UDWKHULQWKH6RXWKHUQPDUJLQVZLWKLQWKHRYHUGHYHORSHG1RUWK7KHPRVWH[FLWLQJZRUNWKRXJKLV
WDNLQJSODFHLQWKH6RXWK±RQWKHJURXQGLQWKHPLGVWDQGRQWKHPDUJLQVRIZDU]RQHV+RZHYHU
WKHVH6RXWKHUQVWRULHVOHVVRQVDQGH[SHULHQFHVDUHQRWEHLQJKHDUGWKH\DUHQRWHYHQEHLQJOLVWHQHG
IRU 0RUH RIWHQ WKDQ QRW WKRVH LQ WKH 6RXWK ZRUNLQJ ZLWK 3&,$OLNH WRROV LQ GLIILFXOW XQGHU
UHVRXUFHG DQGYLROHQW VHWWLQJVDUH WRREXV\ WRFRQWULEXWH WR WKHDFDGHPLFL]HG(QJOLVKODQJXDJH
HOLWHGULYHQ VHOILQWHUHVWHG LQLWLDWLYHV GULYHQ E\ 1RUWKHUQ RUJDQLVDWLRQV 0HDQZKLOH LQ WKH 1RUWK
WR RQO\ VOLJKWO\ RYHUVWDWH WKH FDVH PDUNHWHUFRQVXOWDQWV DUH MHWWLQJ EHWZHHQ ULFK FDSLWDO FLWLHV
SURPRWLQJ3&,$SURGXFWVLQSDFNDJHVWKDWDUHVRIDUUHPRYHGIURPRQWKHJURXQGUHDOLWLHVWKDWWKH\
DUHSUDFWLFDOO\VLFXVHOHVV7KHLURQ\KHUHLVWKDW3&,$LVQRWURFNHWVFLHQFH,WLVEDVHGRQVLPSOH
LGHDVWKDWFDQEHDSSOLHGDQGPRGLILHGIRUXVH LQIOXLGDQGFRPSOH[VHWWLQJV3&,$H[SHUWLVHLQ
LQWHUSUHWLQJSHDFHDQGFRQIOLFWLPSDFWSRWHQWLDOVUHVWVFXUUHQWO\DQGXOWLPDWHO\ZLWKWKRVHFORVHVWWR
WKHJURXQG,QGHHGWKHFKDQFHVDUHWKDWWKH\DOUHDG\XVHDIRUPRI3&,$±LWLVZRUWKUHPHPEHULQJ
WKDW WKHVWUXFWXUHDQGFRQWHQWRI3&,$FDPHRULJLQDOO\IURPKXQGUHGVRIFRQYHUVDWLRQVZLWKILHOG
ZRUNHUVLQWKH6RXWK6RQHZDSSURDFKHVVKRXOGEHZHOFRPHRQO\WRWKHH[WHQWWKDWWKH\EXLOGIURP
DQGUHLQIRUFHH[LVWLQJFDSDFLWLHV$Q\RQHZKRKDVZRUNHGLQWKHILHOGKDVKHDUGWKHLUILOORIVWRULHV
RI DUURJDQW 1RUWKHUQHUV ZKRVH VWDUWLQJ DVVXPSWLRQ LV WKDW FRPPXQLWLHV KDYH QHHGV EXW OLPLWHG
FDSDFLWLHVRUH[SHUWLVH
,Q VRPH ZD\V WKH FXUUHQW GLVFXVVLRQ SLFNV XS IURP WKH TXHVWLRQ WKDW VWUXFN PH DIWHU
UHDGLQJ0DUN+RIIPDQ¶VDUWLFOHLQWKHILUVWURXQGRIGHEDWHV+RIIPDQ³ZKHUH¶VWKHSROLWLFV´
LQDOORI WKHIUHQHWLFDFWLYLW\DURXQG3&,$(YHU\ZKHUH, ORRNHG WKHUHZDVDQGLVDQREVHVVLYH
IL[DWLRQRQWKHWHFKQRFUDWLFGLPHQVLRQVRI³RSHUDWLRQDOLVLQJ´3&,$7KLVLVXQGHUVWDQGDEOH,QIDFW
)[IKWTTMIO]MWNUQVM5ILMTQVM+P]ZKPWVKMJMOIVILQ[K][[QWVIJW]\XMIKMJ]QTLQVO"tAW]KIVs\J]QTLXMIKMuAW]UQOP\OZW_
Q\WZJQZ\PQ\WZV]Z\]ZMQ\J]\aW]KIVs\J]QTLQ\<PQ[[\IZ\QVOXWQV\ITTW_[][\WKWV[QLMZ\PMTQUQ\I\QWV[WN\PMUMKPIVQ[\QKTWOQK[
\PI\]VLMZXQVUW[\IXXZWIKPM[\WtXMIKMuQV\PMLM^MTWXUMV\QVL][\Za5WZMIXXZWXZQI\MUM\IXPWZ[\WNZIUMXMIKMtJ]QTLQVOu
UIaJMNW]VLQV\PMWZOIVQK<P][1][M\PMJ]QTLQVOUM\IXPWZ[MTNKWV[KQW][Ta
3MV*][P
.1-4,67<-;"<PQVO[14MIZVML)JW]\8+1)QV0IJIZIVIIVL5QVLIVIW

*MZOPWN:M[MIZKP+MV\MZNWZ+WV[\Z]K\Q^M+WVNTQK\5IVIOMUMV\
DVLVHYLGHQWEHORZLQWKHVHFWLRQRQ3&,$WKHRU\,YLHZXWLOLW\DVWKHVLQJOHPRVWLPSRUWDQWFULWHULRQ
IRUDVVHVVLQJWKHGHYHORSPHQWRI3&,$7KHFHQWUDO±DQGIXQGDPHQWDOO\SROLWLFDO±TXHVWLRQVKHUH
DUH8VHIXOIRUZKRP"8VHIXOIRUZKDW":KRVHLQWHUHVWVDUHEHLQJVHUYHGRUQRW"
7KHTXHVWLRQRI SROLWLFV LV HSLWRPL]HGE\ EXW FHUWDLQO\QRW OLPLWHG WR WKHGLVFXVVLRQV
FRQFHUQLQJLQGLFDWRUVZKLFKIRFXVQRWRQWKHKLJKO\SROLWLFDOSURFHVVRIGHILQLQJLQGLFDWRUVEXW
RQ WKHVHDUFKIRUDFKHTXHERRNUHDG\+RO\*UDLORQHVL]HILWVDOO OLVWRI LPSDFW LQGLFDWRUV WKDW
FRXOG EH SDVWHG LQWR WKH IXOO UDQJH RI FRXQWU\ VHWWLQJV IURP 3HUX WR 3DSXD 1HZ *XLQHD 6XFK D
OLVWPD\EHOHVVXVHIXOIRUPHDVXULQJDQLQLWLDWLYH¶VRQWKHJURXQGLPSDFWWKDQIRUUHLQIRUFLQJWKH
DV\PPHWULFDOSRZHU UHODWLRQVKLSVEHWZHHQ1RUWKHUQGULYHQ LQLWLDWLYHVDQGHYDOXDWLRQVRQ WKHRQH
KDQGDQGWKRVH6RXWKHUQFRPPXQLWLHVRQZKLFKWKH\DUH³LPSOHPHQWHG´6RWRRLVWKLVREVHVVLRQ
UHIOHFWHG LQ WKH WHFKQRFUDWLF IHWLVKLVP DQG PHFKDQLVWLF FKHFNOLVW DSSURDFKHV EHLQJ PDUNHWHG E\
DJURZLQJQXPEHURIZKLWH1RUWKHUQ FDGUHVRI VHOIGHILQHGSHDFHEXLOGLQJ ³SURIHVVLRQDOV´2QH
ELODWHUDO ³SHDFHEXLOGHU´ IRU H[DPSOH ZKR ZDV EXLOGLQJ D FRPSHQGLXP RI SHDFHEXLOGLQJ WRROV
LQVLVWHGWKDWRQO\FRQWULEXWLRQVZKLFKFRXOGEHSUHVHQWHGRQDVLQJOHSDJHPDWUL[ZRXOGEHLQFOXGHG
7KH&RPSHQGLXPRI3HDFHEXLOGLQJ7RROV
7KHGLIIHUHQFHEHWZHHQQRZDQGWKHODVWURXQGRIGHEDWHVLVWKDWWKHUHDUHPRUHH[DPSOHV
WKDWFRXOGEHXVHGWRLOOXVWUDWHWKHZD\VLQZKLFK3&,$LVEHLQJ³FRPPRGLILHG´LQD³SHDFHEXLOGLQJ
LQGXVWU\´ZKLFKLWVHOILVDVXEVHWRIWKH³GHYHORSPHQWLQGXVWU\´+RZHYHULQWKLVSRVWK\SHU
KHJHPRQLFZRUOGWKHUHLVDFRUURVLYHWUHQGLQWKHRYHUGHYHORSHGZRUOGWRZDUGVWKH³VHFXULWL]DWLRQ´
RIGHYHORSPHQWSROLF\DQGSUDFWLFH,QWKLVFRQWH[WDQ\ZKLQLQJDQGZKLQJHLQJDERXWSHDFHEXLOGLQJ
LQGXVWULHV PD\ ZHOO EHFRPH DFDGHPLF LI DOO SROLF\ DFWLRQ DQG LQWHUYHQWLRQV DUH VWUDLQHG RQH
GLPHQVLRQDOO\ WKURXJK WKHNDOHLGRVFRSHRI WKHZDURQ WHUURUDQGK\SHUSRZHUVHOILQWHUHVW+HUH
, ZRXOG H[SHFW PDQ\ RI WKH FXUUHQW VHOIODEHOOHG SHDFHEXLOGLQJ H[SHUWV WR UHFDVW WKHPVHOYHV DV
³GHYHORSPHQWDQGVHFXULW\H[SHUWV´$VWKH\VD\LQWKHDGYHUWLVLQJZRUOG³ZDWFKWKLVVSDFH´
 ;]J<Q\TQVO
,WLVDSSURSULDWHWREHJLQE\GLVHQWDQJOLQJWKHWLWOHRIWKLVDUWLFOH
.QMTL 6W\M[" 7KH IROORZLQJ SDJHV GUDZ RQ \HDUV RI REVHUYDWLRQ FRQYHUVDWLRQ DQG
SDUWLFLSDWLRQLQWKHGHYHORSPHQWRIWKHLGHDDQGSUDFWLFHRI3&,$7KHIRUPDWRIWKLVDUWLFOHPRUH
UHVHPEOHV WKH URXJK IRUP RI DQWKURSRORJLFDO ILHOG QRWHV WKDQ WKH SROLVKHG HOHJDQFH RI DFDGHPLF
DUWLFOHV)XUWKHUWKHWHUP)LHOG1RWHVLVPHDQWWRLQGLFDWHWKDWWKHLGHDVDQGDUJXPHQWVSUHVHQWHG
KHUHDUHSDUWRIDQRQJRLQJSURFHVV7KHDSSHQGL[RIIHUVWKHUHDGHUVWZRGRFXPHQWVWKDWDUHPRUH
V\VWHPDWLF+$1'6213&,$³+23´DKDQGERRNIRUFRQGXFWLQJSHDFHDQGFRQIOLFWLPSDFW
DVVHVVPHQW%XVKDDQGDJUDGXDWHV\OODEXVRQWKHHYDOXDWLRQRIWKHSHDFHDQGFRQIOLFW
LPSDFWRILQWHUYHQWLRQVLQYLROHQFHSURQHDUHDV%RWKZLOOEHGLVFXVVHGIXUWKHUEHORZ
(OVHZKHUH , KDYH GHVFULEHG WKH KWUUWLQNQKI\QWV WN XMIKMJ]QTLQVO DV ³D SURFHVV LQ
ZKLFKSHDFHEXLOGLQJDVDQ LGHDDQGDVD VHWRISUDFWLFHV LV WREHFKXUOLVKO\SURYRFDWLYH VLPSO\
!PI[JMMV][MLQV[\Z]UMV\ITTaI[IZITTaQVOKITT\WRQVOWQ[U#I[IKWUUWLQ\a#I[IVM`K][M\WI\\IKSKQ^QTXWTQ\QKITIVL
P]UIVZQOP\[#I[IUMIV[WNTMOQ\QUI\QVOIVLQV[\Q\]\QWVITQbQVOZIKQ[UIVL`MVWXPWJQI#IVLUW[\WJ^QW][TaI[IR][\QNQKI\QWVNWZ
IXXTaQVOUQTQ\IZaZM[XWV[M[\W[WKQITIVLXWTQ\QKITXZWJTMU[*]\_PWZMUMUJMZ['<PI\_I[\PMLI\M\PI\\PM=;IVL\PM
=3JMOIV\PMQZJWUJQVOKIUXIQOVQV)NOPIVQ[\IV5W[\WN\PMVWV?M[\MZV_WZTLQ[[\Z]OOTQVO_Q\P\PMXW[\_WZTLIVL\PM
XWTQ\QKITXI\PWTWOQM[VW\MLIJW^MVW\\PMXW[\!_WZTL?PQTM\PMPWZZQNQKI\\IKS[QV;MX\MUJMZUIaPI^MJZW]OP\\PM
LIVOMZW][_WZTL\W\PMPMIZ\TIVLWN\PM=VQ\ML;\I\M[Q\PI[VW\JZW]OP\\PM=;QV\W\PM_WZTLQVIVaKWV[\Z]K\Q^M_IaI[Q\[OW
Q\ITWVMQNVMKM[[IZaUQTQ\IZQ[UQTT][\ZI\M[
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VWXIIHGLQWRWKHVWDQGDUGRSHUDWLQJV\VWHPVRIWKHVWDQGDUG>DFWRUV@ZKRGRWKHVDPHROGVRQJDQG
GDQFHWRJHWWKHFDVKIXQGLQJ:KHQµQHZPRQLHV¶DUHIRXQGRUH[LVWLQJPRQLHVDUHUHDOORFDWHGWR
VXSSRUWµSHDFHEXLOGLQJ¶DFWLYLWLHVWKHROGZLQHQHZERWWOHV\QGURPHLVDVSUHYDOHQWDVWKHIDFHVDW
WKHIXQGLQJWURXJK´%XVKD7KLVLGHDLVGHYHORSHGIXUWKHUEHORZLQWKHGLVFXVVLRQRIWKH
³EUDQGLQJ´RI3&,$7REHPRUHEOXQWWKHFRPPRGLILFDWLRQRISHDFHEXLOGLQJLQYROYHVWKHVHOOLQJ
RI D SURGXFW ± ZLWK WKH RYHUZKHOPLQJ HPSKDVLV EHLQJ RQ WKH VHOOLQJ UDWKHU WKDQ WKH ³SURGXFW´
7KHSURGXFW LV WDLORUHG ODUJHO\ WR WKHEX\HUVGHYHORSPHQWDJHQFLHV UDWKHU WKDQ WKHFRPPXQLWLHV
WKHPVHOYHVZKROLYHDQGGLHLQGLUW\ZDU]RQHVZKRDUHWKHREMHFWVVXEMHFWVEHQHILFLDULHVWDUJHWV
YLFWLPV RI ERWK SHDFHEXLOGLQJ SURMHFWV DQG DUPHG VWDNHKROGHUV DQG ZKR ZHUH WKHUH EHIRUH WKH
LQWHUQDWLRQDOFRPPXQLW\DUULYHGRQWKHVFHQHDQGZLOOEHWKHUHORQJDIWHUWKH\OHDYHZKLFKDWWKH
OHYHORIVWDIILQJWKH\GRHYHU\RU\HDUVDVH[SDWVUROOLQDQGUROORXWRIWKHLUILHOGSRVWLQJV
&RPPRGLILFDWLRQLVREYLRXVLQWKHFRQWHQWVWUXFWXUHVW\OHDQGPDUNHWLQJSUDFWLFHVRIWKHPDUNHWHUV
DVGLVFXVVHGEHORZ
7KLV EHLQJ VDLG RQO\ D IRRO ZRXOG EH EOLQG WR WKH VWXQQLQJ H[FHSWLRQV WR WKLV SDWWHUQ
7KHUHDUHH[WUDRUGLQDU\LQGLYLGXDOVDQGRUJDQLVDWLRQVZKLFKFRQVLVWHQWO\VZLPDJDLQVWWKHFXUUHQW
7KLVLQFOXGHVFROOHDJXHVZKRH[WHQGWKHLUSRVWLQJVORQJHUWKDQLVJRRGIRUWKHLUFDUHHUVQDWXUDOO\
FXOWLYDWHJHQXLQHUHODWLRQVKLSVZLWKORFDOIULHQGVDQGFROOHDJXHVIURPHYHU\SRLQWRQWKHSROLWLFDO
VRFLDO VSHFWUXP ZRUN DJDLQVW WKRVH LQVWLWXWLRQDO REVWDFOHV DQG LQFHQWLYH VWUXFWXUHV WKDW LQKLELW
FRQWLQXLW\DQGOHDUQLQJZLWKLQ1RUWKHUQ'HYHORSPHQW$JHQFLHVDQGWKDWVXEVLGL]HRUJDQLVDWLRQDO
DPQHVLDDQGVXERSWLPDOLPSDFWDQGXQGHUVWDQGDQGVXEYHUWWKHGHYHORSPHQWLQGXVWU\ZKLOHZRUNLQJ
ZLWKLQLW±DUROHDFROOHDJXHLQWKH:RUOG%DQNRQFHGHVFULEHGDVD³EXUHDXFUDWLFJXHUULOOD´
,Q[MUXW_MZUMV\"7KLV LVDGLIILFXOW WHUP WRGHILQH ,QFRPPRQXVDJH LW UHIHUV WR WKH
LQFDSDFLWDWLQJLPSDFWVRIDQLQWHUYHQWLRQRQDSDUWLFXODUJURXSRUVXEJURXS±DQGWKHFRQVHTXHQW
ORVVRIFRQWURORYHUIXQGDPHQWDODVSHFWVRIWKHLUOLYHV+RZHYHUWKHWHUPDOVRLQFOXGHVDQHOHPHQW
RI³RYHUSRZHULQJ´7KDW LV LW LVQRWVLPSO\DERXWWDNLQJFRQWURODZD\DQGXQGHUPLQLQJH[LVWLQJ
DXWKRULW\VWUXFWXUHVLWRIWHQLQFOXGHVWKHLPSRVLWLRQRIQHZVWUXFWXUHVDQGSURFHVVHVRIFRQWUROZKLFK
VHUYH WR GHFUHDVH LQWHUQDO LQGHSHQGHQFH DQG LQFUHDVH H[WHUQDO GHSHQGHQFH RQ UHVRXUFHV EURDGO\
GHILQHGZKLFK DUH VXSSOLHG LQZD\V WKDW DUH H[SORLWDWLYH2QH LOOXVWUDWLRQRI WKHGLVHPSRZHULQJ
LPSDFWVRI3&,$PD\EHIRXQGEHORZLQWKHGLVFXVVLRQRQWKH3&,$ZRUNVKRSLQ6UL/DQND,WLV
DOVRLQWHUHVWLQJWRQRWHWKDWZKLOHWKHHDUOLHVWRULJLQDOZULWLQJVRQ3&,$SODFHGVLJQLILFDQWHPSKDVLV
RQ³HPSRZHUPHQW´QHLWKHUWKDWWHUPQRU³FDSDFLW\EXLOGLQJ´DUHLQFOXGHGLQWKHJORVVDU\RIWKH
5HVRXUFH3DFN IRU&RQIOLFW6HQVLWLYH$SSURDFKHV WR'HYHORSPHQW+XPDQLWDULDQ$VVLVWDQFHDQG
3HDFHEXLOGLQJ5HVRXUFH3DFN
,M^MTWXUMV\1VL][\ZaUHIHUVWRRUJDQLVDWLRQVSURMHFWVSURJUDPPHVDQGLQLWLDWLYHVWKDW
DSSURDFKGHYHORSPHQWQDUURZO\DVDEXVLQHVVDQGDVDUHVXOWORVHVLJKWRIWKHKXPDQUHDOLWLHVDQG
FRQVHTXHQFHVRIWKHLUZRUN
  <PM,M^MTWXUMV\1VL][\ZaQ[JI[MLWV"
VKRUWWHUPWHPSRUDU\UDWKHUWKDQORQJWHUPLQWHUYHQWLRQV
DEVHQFHUDWKHUWKDQSUHVHQFH
³SURGXFW´UDWKHUWKDQ³SURFHVV´
H[WHUQDOFRQWUROUDWKHUWKDQLQWHUQDOFRQWURO
HIILFLHQF\UDWKHUWKDQHIIHFWLYHQHVV
PHFKDQLVWLFUHFLSHERRNDSSURDFKHVUDWKHUWKDQRUJDQLFOHDUQLQJDSSURDFKHV
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SUHSURJUDPPHGUDWKHUWKDQUHVSRQVLYHDSSURDFKHV
URXWLQHERULQJDSSURDFKHVUDWKHUWKDQFUHDWLYHDSSURDFKHV
SUHGLFWDELOLW\UDWKHUWKDQLQGHWHUPLQDF\
OLQHDULW\UDWKHUWKDQQRQOLQHDULW\
DQRQ\PLW\UDWKHUWKDQIULHQGVKLSDQGUHODWLRQVKLSEXLOGLQJ
FKHFNOLVWVUDWKHUWKDQVWRULHV
EXGJHWVUDWKHUWKDQSHRSOH
 <PQ[TQ[\_I[NQZ[\XZM[MV\MLQV*][PI
5QVLIVIWLVDFOXVWHURILVODQGVLQ6RXWKHUQ3KLOLSSLQHVWKDWZHUHVLWHVIRUDVHULHVRIXQLTXH3&,$
ZRUNVKRSVZLWKFRPPXQLW\ZRUNHUVDFWLYLVWVGHYHORSPHQWZRUNHUVDVZHOODVORFDOJRYHUQPHQW
RIILFLDOV7KHVHZRUNVKRSVZHUHLQLWLDWHGDQGXQGHUWDNHQE\WKH&,'$VXSSRUWHG/RFDO*RYHUQDQFH
6XSSRUW3URJUDPPH /*63 LQ WKH3KLOLSSLQHV7KH OHYHORI FRPPLWPHQWDQGHQWKXVLDVPE\ WKH
RUJDQLVHUVDQGSDUWLFLSDQWVZDVDV LQWHQVHDV LWZDVKXPEOLQJ7KH+$1'6213&,$ZRUNERRN
VHHDSSHQGL[LVWKHSURGXFWRIWKHLUZLOOLQJQHVVFRPPLWPHQWDQGSDWLHQFHWRZRUNFROODERUDWLYHO\
WRFUHDWHVRPHWKLQJWKDWVXLWVWKHLUSDUWLFXODUQHHGVLQWKHLUSDUWLFXODUFRPPXQLWLHV7KH\KDYHIXOO\
DSSURSULDWHG±LQWKHEHVWVHQVHRIWKHZRUG±3&,$DQGDUHXVLQJWKHLURZQYHUVLRQVLQWKHLURZQ
ODQJXDJHVLQWKHLURZQLVODQGVLQWKHLURZQUHDOLWLHV
,UHPHPEHUYHU\GLVWLQFWO\WKHPRPHQWLQRQHSDUWLFXODUZRUNVKRSQRUWKRI'DYDR&LW\
0LQGDQDRZKHQGLVFXVVLRQVXGGHQO\LQWHQVLILHGDQGTXLFNHQHGDVZRUNJURXSVDSSOLHGVRPHRIWKH
3&,$+DQGERRNWRROVWRSURMHFWSURJUDPPHGRFXPHQWVWKH\EURXJKWZLWKWKHP0\ZKLWHHDUNHSW
KHDULQJGLIIHUHQWJURXSVWDONLQJLQORFDOODQJXDJHVDERXWDQLVODQG,GLGQRWNQRZ³3LNHH\DK´,
DVNHGZKHWKHULWZDVFORVHWR7DZL7DZL:KHQWKH\VWRSSHGODXJKLQJLWZDVH[SODLQHGWKDW3LNHH
\DKZDVLQIDFWWKHORFDOZRUGIRU³3&,$´,WZDVFOHDUWKDWWKH\KDGSLFNHGXSWKHWRROVDQGZHUH
UXQQLQJZLWKWKHP$WWKDWSRLQWWKHWDEOHVWXUQHG6LQFHWKHQ,KDYHEHHQOHDUQLQJPRUHIURPWKHP
WKDQWKH\KDYHOHDUQHGIURPPH
7KH\KDYHQRWVLPSO\WUDQVODWHGIRUHLJQLGHDVDQGWRROVLQWRORFDOODQJXDJHVWKH\KDYH
PDGHWKHPWKHLURZQPRUHEHORZ,XQGHUVWDQGWKDWWKHLULQLWLDWLYHVRUZKDWWKH\FDOO³3LNHH\DK´
LQFOXGHWKHXVHRI3&,$WRJXLGHGHFLVLRQPDNLQJDQGPRQLWRULQJRIVHUYLFHVDQGSURJUDPPHVE\
/RFDO *RYHUQPHQW 8QLWV /*8V LQ VHYHQ VHOHFWHG =RQHV RI 3HDFHLQ 0LQGDQDR 3&,$ WUDLQLQJ
KDVDOVRWDNHQSODFHZLWKDYHU\ZLGHUDQJHRIRUJDQLVDWLRQVDQGDFWRUV±IDFLOLWDWHGE\DJURZLQJ
FDGUH RI )LOLSLQR SHDFH DFWLYLVWV FRPSOHWHO\ LQGHSHQGHQW RI 1RUWKHUQGHILQHG FRQWUROOLQJ 3&,$
³SURIHVVLRQDOV´
BWVM[WN8MIKMB78[KWV[\Q\]\MIXMWXTMQVQ\QI\MLKWUU]VQ\aJI[MLZM[XWV[M\W\PM[Q\]I\QWVWNZIOQVOIZUMLKWVNTQK\QV\PM
KW]V\Za8MIKMBWVM[KWV\ZQJ]\M\W\PMJ]QTLQVO]XWNIXMIKMKWV[\Q\]MVKaQV\PMOZI[[ZWW\[IVL_WZS\WQUUMLQI\MTaZMTQM^M
TWKITKWUU]VQ\QM[M[XMKQITTa\PMKQ^QTQIVXWX]TI\QWVWN\PMJ]ZLMVWN_IZ<PZW]OP8MIKMBWVMIK\QWVKWUU]VQ\QM[[MMS\W
KZMI\MIt[WKQIT[XIKMuQV_PQKP\WILLZM[[IVLZM[WT^MKWUU]VQ\aQ[[]M[I[_MTTI[\WM`XTWZMIT\MZVI\Q^MUWLM[WNKWVNTQK\
ZM[WT]\QWVQVIKKWZLIVKM_Q\P\PMQZTWKITK]T\]ZMIVL\ZILQ\QWV[8MIKMBWVM[IZMOMWOZIXPQKITIZMI[_PQKPKWUU]VQ\aZM[QLMV\[
LMKTIZM\PMU[MT^M[\WJMWNNTQUQ\[\WIZUMLKWVNTQK\<PMaZIVOMQV[QbMNZWU\PMIZMIKW^MZMLJaIX]ZWSWZVMQOPJW]ZPWWL\W
\PI\WNIXZW^QVKM*I[MLWV\MZU[IVLKWVLQ\QWV[[M\Ja\PMXMWXTM\PMU[MT^M[8MIKMBWVM[IZMUIQV\IQVMLIVLZMQVNWZKMLJa
\PMKWUU]VQ\as[[][\IQVMLKZMI\Q^MM`XZM[[QWV[WNKWUUQ\UMV\\WXMIKMJ]QTLQVO_PQKPIZMM`XZM[[MLIVLUIVIOML\PZW]OP
KWUU]VQ\aJI[MLQUXTMUMV\QVO[\Z]K\]ZM[8MIKMBWVM[IZMIK\]ITIVLWXMZI\QWVITKWUU]VQ\aUIVIOMLMV\Q\QM[\PI\IZMOIQVQVO
OZW]VLQV\PMMNNWZ\\WPIT\IZUMLPW[\QTQ\QM[IVLTIa\PMOZW]VL_WZSNWZXT]ZITQ[UIVLLQITWO]MQUUMLQI\MTaWV\PMTWKITTM^MT#\W
QV\MZ^MVMQV[Q\]I\QWV[\PI\\PZMI\MV\PM[MK]ZQ\aWNTQNMXZWXMZ\aIVLTQ^MTQPWWLWN\PMKQ^QTQIVXWX]TI\QWV#I[_MTTI[\WX]Z[]MI
TWKITLM^MTWXUMV\IOMVLIWV\PMKWUU]VQ\as[W_V\MZU[8MIKMBWVMJ]QTLMZ[ITTW^MZ\PMKW]V\ZaKWUXZQ[MIUIRWZKWV[\Q\]MVKa
NWZ\PMX]Z[]Q\WNXMIKMXZWKM[[M[WV\PMVI\QWVITTM^MTB78[IZMVW\[QUXTaO]VNZMMbWVM[<PMaIZMU]KPUWZM\PIV[XIKM[NZMM
NZWU\PM^Q[QJTM\WWT[WN^QWTMVKM<PMaIZMLMNQVMLJa\PMIK\Q^MXZM[MVKMWN\PM\WWT[\WJ]QTLZMTI\QWV[PQX[WN\WTMZIVKMZM[XMK\
]VLMZ[\IVLQVOIVLXMIKM
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0IJIZIVI LVDVPDOOYLOODJHLQ1RUWK&HQWUDO6UL/DQNDZKLFKZDVWKHVLWHRID3&,$ZRUNVKRS
VXSSRUWHGE\2;)$08.6UL/DQNDDQGWKH$VLD)RXQGDWLRQ3KLOLSSLQHV	6UL/DQND2IILFHVDV
ZHOOWKH/RFDO*RYHUQDQFH6XSSRUW3URJUDPPHLQWKH3KLOLSSLQHV([SDQGLQJWKHPHQWRULQJSURFHVV
UHODWLRQVKLSVWKDWZHUHEXLOWH[SOLFLWO\LQWRWKH0LQGDQDRZRUNVKRSVWKH+DEDUDQDZRUNVKRSZDV
FRIDFLOLWDWHGE\WKUHH)LOLSLQRFROOHDJXHVDQGP\VHOI3DUWLFLSDQWVZHUHSULPDULO\ORFDO6UL/DQNDQ
1*2VDQGSDUWQHUVRI2;)$0LQFOXGLQJWZR1HSDOLSDUWQHUV'UDZLQJRQ)LOLSLQRH[SHULHQFHWKH
ZRUNVKRSURRWHG3&,$VHOIFRQVFLRXVO\LQZRUNEHLQJGRQHRQ&XOWXUHRI3HDFH&23$VIDUDV
,DPDZDUHWKLVLVWKHRQO\LQLWLDWLYHZKLFKKDVFUHDWHGWKHVSDFHIRUJHQXLQH6RXWKHUQOHG6RXWK
6RXWK3&,$FDSDFLW\EXLOGLQJ7KHUHDUHRWKHULQVWDQFHVZKHUH6RXWKHUQRUJDQLVDWLRQVKDYHEHHQ
VWXIIHGLQWR1RUWKHUQGHILQHGDQG1RUWKHUQGULYHQDJHQGDV
 4WOW[*ZIVLQVOIVL8+1)
2QHRIWKHVWULNLQJIHDWXUHVRIZKDWLVTXLFNO\EHFRPLQJD3&,$FRWWDJHLQGXVWU\LVWKH
HIIRUWRIPDUNHWHUVWRGLVWLQJXLVKWKHLUSDUWLFXODUEUDQGRI3&,$IURPRWKHUEUDQGV,QRWKHUZRUGV
WKHVH³3&,$1*2V´DQGFRQVXOWDQWVKDYHILJXUHGRXWZKDWWKHSULYDWHVHFWRUFRUSRUDWLRQVOHDUQHG
ORQJDJRWREHVXFFHVVIXO\RXKDYHWRSURGXFHEUDQGVPRUHWKDQSURGXFWVREYLRXVO\.OHLQ
,QWKHFXUUHQWFRQWH[WWKHUHDUHWKUHHHVVHQWLDOGLPHQVLRQVLQWKHEUDQGLQJSURFHVVWKHIDVKLRQLQJ
RIDXQLTXHWHUPRUODEHOWKDWGLVWLQJXLVKHVRQH3&,$EUDQGIURPDQRWKHUDUHZULWLQJRIKLVWRU\
WRVRWKDWWKHSURGXFHURIDSDUWLFXODUEUDQGLVVHHQWREHORFDWHG³WKHUHDWWKHEHJLQQLQJ´DQGRU
OHDGLQJWKH3&,$FKDUJHDQGDV\VWHPDWLFPDUNHWLQJRIDEUDQGWKDWLQFOXGHVWKHDFWLYHH[FOXVLRQ
HUDVLQJRIRWKHUEUDQGVDQGFRQVSLFXRXVODEHOOLQJZLWKWKHSURGXFHU¶VORJR
$VKRUWOLVWRI3&,$GHULYDWLYHODEHOVZRXOGLQFOXGH
&RQIOLFW,PSDFW$VVHVVPHQW &RQIOLFW6HQVLWLYH3URJUDPPLQJ 3HDFHDQG&RQIOLFW'HYHORSPHQW$QDO\VLV
&RQIOLFW,PSDFW$VVHVVPHQW6\VWHP &RQIOLFW6HQVLWLYH$SSURDFKHV /RFDO&DSDFLWLHVIRU3HDFH/&3±³'RQR+DUP´
&RQIOLFW$VVHVVPHQW &RQIOLFW5LVN$QDO\VLV 3HDFH	&RQIOLFW$VVHVVPHQW0RGHO3&$
6WUDWHJLF&RQIOLFW$VVHVVPHQW &RQIOLFW'HYHORSPHQW$QDO\VLV
7KXVWKH3&,$PDUNHWLVFKDUDFWHUL]HGE\DSUROLIHUDWLRQRIWHUPVDQGODEHOVFUHDWHGE\RUJDQLVDWLRQV
VHOOLQJWKHLUZDUHVLHFRQVXOWLQJH[SHUWLVHWKDWGHOLYHUVD3&,$SURGXFWIRUDJLYHQSULFHRQDJLYHQ
GDWHWREX\HUVLQWKHGHYHORSPHQWSHDFHEXLOGLQJPDUNHW
7RLOOXVWUDWHWKLVSRLQWOHW¶VORRNDWWZRH[DPSOHVZKHUHWKHUHKDVEHHQDFRQVFLRXVDQG
H[SOLFLW HIIRUW WR JHQHUDWH EUDQG UHFRJQLWLRQ LQ ZD\V WKDW DUH VLPSO\ XQFRQVWUXFWLYH7KH ILUVW LV
WKH 5HVRXUFH 3DFN IRU &RQIOLFW 6HQVLWLYH $SSURDFKHV WR 'HYHORSPHQW +XPDQLWDULDQ $VVLVWDQFH
DQG3HDFHEXLOGLQJSURGXFHGE\DFRQVRUWLXPOHGE\,QWHUQDWLRQDO$OHUW6DIHUZRUOGDQG)(:(5
5HVRXUFH3DFN
,QWKHSURGXFWLRQRIWKLV5HVRXUFH3DFNLWDSSHDUVWKDWDFRQVFLRXVGHFLVLRQZDVPDGHWR
V\VWHPDWLFDOO\HOLPLQDWHDOOUHIHUHQFHVWR³3&,$´LQRUGHUWRVKLQHWKHVSRWOLJKWRQWKHLURZQWHUP
<PM.QTQXQVWKWNIKQTQ\I\WZ[_MZM5aV/IZKQI8PQTQXXQVM[+IVILI4/;88I[QO+Q\a8PQTQXXQVM[UOIZKQI(TO[XWZOXP5ILM\\
>QZWTI/IZLQWTI+75]T\Q^MZ[Q\a,I^IW+Q\aUILM\\(PW\UIQTKWUIVL)JL]T2QU0I[[IV8PQTQXXQVM[+IVILI4/;8)]\WVWUW][
:MOQWVWN5][TQU5QVLIVIW8PQTQXXQVM[IPI[[IV(TO[XWZOXP
3MV*][P
.1-4,67<-;"<PQVO[14MIZVML)JW]\8+1)QV0IJIZIVIIVL5QVLIVIW
 
*MZOPWN:M[MIZKP+MV\MZNWZ+WV[\Z]K\Q^M+WVNTQK\5IVIOMUMV\
³&RQIOLFW6HQVLWLYH$SSURDFKHV´±DWOHDVWWKLVZDVKRZLWZDVH[SODLQHGE\DUHVHDUFKHULQYROYHG
LQWKHSUHSDUDWLRQRIWKHGRFXPHQW7KHFRPSOHWHDEVHQFHRIWKHWHUP³3&,$´DQGLWVRPLVVLRQIURP
WKHVXPPDU\RI³&RQIOLFW$QDO\VLV7RROV´LVDOOWKHPRUHFRQVSLFXRXVJLYHQWKH³3&,$´VSHFLILF
SURJUDPPHVDQGSURMHFWVTXD3&,$WKDWKDGEHHQXQGHUWDNHQE\DWOHDVWIRXURIWKHVL[VSRQVRUV
RIWKHSDFN±WKDWLVHDFKRIWKHVHRUJDQLVDWLRQVKDGDOUHDG\VXFFHVVIXOO\XVHG3&,$WRDWWUDFWGRQRU
IXQGLQJIRUVSHFLILF³3&,$LQLWLDWLYHV´DQGWKHFHQWUDOLW\RI3&,$LQRULHQWLQJ,QWHUQDWLRQDO$OHUW
DQG6DIHUZRUOG¶V ³UHYLHZRI OLWHUDWXUHDQGSUDFWLFH´/HRQKDUGW:KLOHRYHUVLJKWVPD\EH
LGLRV\QFUDWLFEUDQGLQJLVYHU\V\VWHPDWLF
7KH VHFRQG H[DPSOH RI EUDQGLQJ PD\ EH IRXQG LQ WKH OLWHUDWXUH GHYHORSLQJ 3HDFH
DQG &RQIOLFW$VVHVVPHQW 3DIIHQKRO] DQG 5H\FKOHU  &RQVLGHUDEOH HIIRUW LV VSHQW WU\LQJ WR
GLIIHUHQWLDWHWKHWHUP³3&$´IURP3&,$(YHQDFXUVRU\UHYLHZRI$0HDVXUHRI3HDFH%XVK
RU +$1'621 3&,$ UHYHDOV WKDW HYHU\ ³GLIIHUHQFH´ LGHQWLILHG E\ WKH DXWKRU LV LQ IDFW DOUHDG\
SUHVHQW LQ WKHRULJLQDO3&,$7KHTXHVWLRQRI WKHRULJLQDOLW\RI WKH FRQWHQW RI D EUDQG± WKRXJK
VLJQLILFDQW±VHHPVOHVVLPSRUWDQWWKDQZD\VLQZKLFKWKHEUDQGVDUHEHLQJPDUNHWHGDQGVROG
7RWKHH[WHQWWKDWFRQWUROVRFDOOHG³H[SHUWLVH´LVPRQRSROL]HGE\JURXSVRI1RUWKHUQ
HOLWHVLWVXEVLGL]HVDQGUHIOHFWVWKHPDVVLYHSRZHULPEDODQFHVZKHUHE\6RXWKHUQSDUWLFLSDWLRQLV
UHGXFHGWRDNLQGRISXSSHWU\E\1RUWKHUQYHQWULORTXLVWV5HIOHFWLQJRQWKHGLDORJXHHQFRXUDJHGE\
WKH%HUJKRI&HQWHUWKLVREVHUYDWLRQVXJJHVWVDQRWKHUIDFHWRIWKH3&,$GHEDWHVWKHHWKLFVRI3&,$
LQDGGLWLRQWRRQJRLQJGLVFXVVLRQVRIWKHPHWKRGRORJLHVDQGSROLWLFVRI3&,$
 8+1)QV<PMWZa
,PXVWVD\WKDW,ZDVVWUXFNLQWKHILUVWURXQGRIWKH%HUJKRIGLDORJXH$XVWLQ)LVFKHUDQG
:LOVE\WKHFDOOIRUDPRUHH[SOLFLWWKHRUHWLFDOJURXQGLQJRIP\ZRUNRQ3&,$±WKRXJKLQ
UHWURVSHFWSHUKDSV,VKRXOGQRWKDYHEHHQJLYHQWKHDFDGHPLFSUHGLVSRVLWLRQVRIWKHFRQWULEXWRUV$W
WKHWLPH,FRXQWHUHGWKLVIHHEO\ZLWKWKHREVHUYDWLRQWKDWH[SHULHQFHVXJJHVWVWKDWSUDFWLFDOZRUN
LQZDU]RQHVLVJHQHUDOO\EHWWHUVHUYHGE\ORRNLQJDWLQWHUHVWVUDWKHUWKDQWKHRU\,VXSSRVHZLWKWKH
OX[XU\RIWLPHRQHPLJKWGHYHORSDWKHRU\RILQWHUHVWVLQZDU]RQHV±SHUKDSVGUDZLQJRQVRPHRI
WKHVWLPXODWLQJUHVHDUFKEHLQJGLUHFWHGE\SHRSOHOLNH'DYLG0DORQH0DWV%HUGDO3DXO&ROOLHURQ
LQWHUHVWVDQGJULHYDQFHVLQWKHSROLWLFDOHFRQRP\RIYLROHQWFRQIOLFW+RZHYHU,ZRXOGQHHGWREH
FRQYLQFHGWKDWFRPPXQLWLHVRQWKHJURXQGIHOWWKDWVXFKWKHRU\FRQVWUXFWLRQZDVPRUHXVHIXORUDW
DOOXVHIXOFRPSDUHGZLWKWKHEDUHIRRWLQGXFWLYLVPWKDWHQDEOHVVXUYLYDO±HYHQSHDFHEXLOGLQJ±LQ
YLROHQFHSURQHUHDOLWLHV
1RQHWKHOHVV WKH TXHVWLRQ RI WKHRU\ NHSW OXUNLQJ DW WKH MXQJOH¶V HGJH WKURXJKRXW WKH
+DEDUDQD ZRUNVKRS /LVWHQLQJ WR FROOHDJXHV ZRUNLQJ LQ H[FHSWLRQDOO\ GLIILFXOW FRQGLWLRQV LQ 6UL
/DQND0LQGDQDRDQG1HSDO,UHDOL]HGWKDWLQZDU]RQHVWKHRU\LVHLWKHUXVHIXORUXVHOHVV7KHUH
LVQRPLGGOHJURXQG$QGWKHUHLVUDUHO\WKHOX[XU\RIWLPHRUVSDFHWRPXOORYHUDQGFRQWHPSODWH
DEVWUDFWLRQVKRZHYHUHUXGLWHSDUVLPRQLRXVRUHOHJDQW,I3&,$ZRUNVIRU\RXLQWKHILHOGXVHLW,I
QRWWKURZLWRXW:HDOOKDYHPXFKPRUHLPSRUWDQWWKLQJVWRGRZLWKRXUYHU\OLPLWHGDQGSUHFLRXV
WLPH7KLVPXFK,FDQWHOO\RXWKRXJKZKHUH3&,$KDVEHHQXVHGDQGZKHUHLWDSSHDUVWRKDYHEHHQ
VXFFHVVIXOLWZDVEHFDXVH3&,$ZDVIXOO\DSSURSULDWHGE\FRPPXQLWLHVWKHPVHOYHV7KH\WRRNLW
WKH\FKDQJHGLWWKH\XVHGLWVRWKDWLWZRUNHGIRUWKHPLQWKHLUFRPPXQLWLHVLQWKHLUUHDOLWLHV
<PQ[QVKT]LM[I[[MZ\QWV[\PI\8+)Q[]VQY]MQVQ\["KWUXZMPMV[Q^MVM[[IVLQVKT][Q^MVM[[_PQKPQ[IT[WKPITTMVOMLJa\PM
VIZZW_LWVWZNWK][WN\PM8+)UWLMT#]VQY]MI[IXZMQV\MZ^MV\QWVXTIVVQVO\WWT[MM078+1)X#IXXTQKI\QWV\WITTSQVL[WN
QV\MZ^MV\QWV[KWV^MV\QWVITLM^MTWXUMV\IVLP]UIVQ\IZQIVI[_MTTI[tXMIKMJ]QTLQVOu078+1)X!#U]T\QTM^MTU]T\Q[MK\WZ
IXXTQKIJQTQ\a078+1)IVL5MI[]ZMWN8MIKM!! 
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3HUKDSV VRPHWLPH LQ WKH GLVWDQW IXWXUH ± ZKHQ ZKDWHYHU ZLOO ZRUN KDV ZRUNHG ±
XQLYHUVLW\EDVHGDFDGHPLFVZLOOZDGHLQWRH[FDYDWHWKHRULHV%XWIRUQRZWKHGLVWDQFHEHWZHHQWKH
DFDGHP\DQGWKHILHOGVXJJHVWVWKDWLWPD\EHDORQJZKLOHEHIRUHZHVHHXVHIXOWKHRU\
 t=[MZ.ZQMVLTau8+1)"NWZ_PWU'
,W KDVEHHQREVHUYHG WKDW$0HDVXUHRI3HDFH3HDFHDQG&RQIOLFW ,PSDFW$VVHVVPHQW
3&,$ RI 'HYHORSPHQW 3URMHFWV LQ :DU =RQHV %XVK  ZDV QRW VXIILFLHQWO\ XVHUIULHQGO\
WKDW LW ODFNHGXVHUUHDG\ WRROV7KLV LV WUXH±ZLWK WZRSRLQWVRIHODERUDWLRQ)LUVWDVSRLQWHGRXW
UHSHDWHGO\ WKHUHDVRQIRUZULWLQJWKDWVWXG\ZDV WRFKDUW WKHFRQFHSWXDOERXQGDULHVRIDQDUHDRI
DFWLYLW\ZKLFKXSWRWKDWSRLQWLQWLPHKDGQRWEHHQV\VWHPDWLFDOO\GHILQHGRUH[SORUHG&ULWLFLVPV
WKDW0HDVXUHRI3HDFHZDVQRWXVHUIULHQGO\PLVXQGHUVWDQGWKHLQWHQWLRQVDQGFRQWH[WRILWVZULWLQJ
6HFRQGLWVWULNHVPHDVORJLFDOWKDWWKHGHYHORSPHQWRIDQ\WKLQJVHHNLQJWREHXVHUIULHQGO\QHHGV
WRHPSOR\DQLWHUDWLYHSURFHVVZKLFKEHJLQVZLWKWKHFRQFHSWXDO±SUREOHPLGHQWLILFDWLRQDVXUYH\
RIH[LVWLQJWKHRULHVUHVSRQVHVWRROVDQGVRRQ±XVXDOO\GUDZLQJIURPUHVHDUFKFRQYHUVDWLRQVDQG
H[SHULHQFHVUHODWHGWRDSDUWLFXODUSUREOHP7KLVSURFHVVJHQHUDWHVLGHDVDQGVXJJHVWLRQVWKDWPLJKW
WKHQOHDGWR³SURWRW\SHV´WHVWLQJUHWKLQNLQJPRUHFRQYHUVDWLRQVUHWHVWLQJDQGVRRQ,WVWULNHVPH
DVSUHPDWXUHLIQRWIRROKDUG\WRMXPSLQWRWKHIDVKLRQLQJRI³XVHUIULHQGO\´WRROVZLWKRXWKDYLQJ
H[SORUHGWKHQDWXUHRIWKHVHWRISUREOHPVWREHDGGUHVVHGGLVFXVVHGH[LVWLQJDQGSRVVLEOH
UHVSRQVHVZLWKWKRVHPRVWDIIHFWHGE\WKHVHSUREOHPV
,QWKHDSSHQGL[,KDYHLQFOXGHGP\PRGHVWHIIRUWWRGHYHORSD³XVHUIULHQGO\´WRROFDOOHG
³+$1'6213&,$´$VZLWK$0HDVXUHRI3HDFH WKLV LV WKHSURGXFWRI LQWHQVLYHFROODERUDWLRQ
ZLWK FROOHDJXHV LQ WKH ILHOG LQ WKLV FDVH 0LQGDQDR ,W LV ZULWWHQ LQ (QJOLVK IRU QRQ(QJOLVK
VSHDNHUVXVLQJD³3&,$IRU'XPPLHV´IRUPDWWKDWLQFOXGHVTXLFNUHIHUHQFHVH[DPSOHVTXHVWLRQ
DQVZHU VHFWLRQV LOOXVWUDWLYH WDEOHV GLDJUDPV DQG VR RQ ,Q DQ HIIRUW WR EH XVHUIULHQGO\ WKH
KDQGERRNLQFOXGHV³:RUNVKHHWV´WKDWPD\EHXVHGLQFDSDFLW\EXLOGLQJH[HUFLVHVZLWKFDVHVRIWKH
XVHU¶VFKRLFHRUGLUHFWO\LQWKHILHOG,WLVVWLOOWRRWHFKQLFDODQGPHFKDQLVWLFEXWLWLVPRYLQJLQWKH
ULJKWGLUHFWLRQV0RUHRQWKLVVKRUWO\
*LYHQWKHODPHQWDWLRQVRYHUWKHODFNRIXVHUIULHQGO\WRROVRQHPLJKWUHDVRQDEO\H[SHFW
WRKDYHVHHQ WKHGHYHORSPHQWRIDYDULHW\RIQLIW\ LQVWUXPHQWV LQ WKH\HDUV VLQFH WKHSXEOLFDWLRQ
RI$0HDVXUHRI3HDFH8QIRUWXQDWHO\QRW:LWK WKHH[FHSWLRQRIVRPHYHU\H[FLWLQJZRUNEHLQJ
XQGHUWDNHQ E\ FRPPXQLWLHV DQG SHDFH DFWLYLVWV LQ 0LQGDQDR WKH ³WRROV´ LQ WKH WRRO NLWV DUH
RYHUZKHOPLQJO\DFDGHPLFDQGWDLORUHGQDUURZO\IRUGRQRUVLQWKH1RUWK,QWHUHVWLQJO\WKHIDFWWKDW
WKHUHDUHQRWFROOHFWLRQVRIFRPSHWLQJ3&,$WRROVIORDWLQJDURXQGLQF\EHUVSDFHGRHVQRWVHHPWR
KDYH LQKLELWHG GRQRUV DQG GHYHORSPHQW DJHQFLHV IURP ILQGLQJ FRQVXOWDQWV WR FRQGXFW 3HDFH DQG
&RQIOLFW ,PSDFW$VVHVVPHQWV7KH IDFW WKDW WKLVNLQGRIJUH\ OLWHUDWXUH LVQRWFLUFXODWLQJ IUHHO\ LV
LWVHOI DKLQGUDQFH WR WKHDFFXPXODWLRQRI DERG\RIPDWHULDO WKDWZRXOGDOORZDPRUH V\VWHPDWLF
DQDO\VLVRIWKHLGHDDQGDSSOLFDWLRQRI3&,$
 7]\[W]ZKQVO8+1)
,Q PLG , ZDV DSSURDFKHG E\ 81,&() 6UL /DQND WR XQGHUWDNH D 3&,$ RI LWV
SURJUDPPH %XVK E , RIIHUHG P\ QRZVWDQGDUG UHVSRQVH ³<RX GRQ¶W ZDQW PH WR µGR¶ D
3&,$IRU\RX:KDW\RXVKRXOGZDQWLVWRGHYHORSWKHFDSDFLW\ZLWKLQ81,&()DQGDPRQJ\RXU
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SDUWQHUVWRXQGHUWDNH3&,$WKHPVHOYHV7KDWZD\LQWKHIXWXUH\RXZRQ¶WKDYHWRUHO\RQRXWVLGHUV
WRGRZKDWVKRXOGEHSDUWRIWKHSURMHFWF\FOHIURPEHJLQQLQJWRHQG´7KH81,&()UHVSRQVHZDV
WHOOLQJDQGH[SODLQV WKH ODFNRIPXFKV\VWHPDWLFDZDUHQHVVRI WKHSHDFHDQGFRQIOLFW LPSDFWVRI
WKDWRUJDQLVDWLRQ¶VZRUN LQ6UL/DQND³2IFRXUVHZHSUREDEO\KDYH WKHFDSDFLW\ WRGRD3&,$
EXWZHDUHRXWVRXUFLQJDOO RI RXU HYDOXDWLRQV´:KLOHP\DVVHVVPHQW LQ6UL/DQNDGLGQRW ILQG
PXFK LQWHUQDO3&,$FDSDFLW\ZLWKLQ81,&() WKHSRLQW±ZKLFKDSSOLHV WRPRVWRUJDQLVDWLRQV LQ
WKHGHYHORSPHQWLQGXVWU\±LVWKDWWKHUHOLDQFHRQRXWVLGH³H[SHUWLVH´WR³GR´3&,$UHDG³RQHVKRW
IRUHQVLFHYDOXDWLRQ´VKRUWFLUFXLWV WKHGHYHORSPHQWRI WKHQHFHVVDU\FDSDFLWLHV WRLQWHJUDWH3&,$
WKURXJKRXWWKHSURMHFWF\FOH
7KH³RXWVRXUFLQJ´RI3&,$DQGHYDOXDWLRQLQJHQHUDOPD\FUHDWHDQXPEHURISUREOHPV
 7KH WUDQVDFWLRQDO FDVKIRUSURGXFW UHODWLRQVKLS EHWZHHQ WKH EX\HU GHYHORSPHQW DJHQF\ DQG
VHOOHUFRQVXOWDQWHYDOXDWRUPD\H[HUFLVHDVWURQJGDPSHQLQJLPSDFWRQFULWLFDOILQGLQJV±DQG
WKHUHE\LQKLELWVRSHUDWLRQDOFKDQJHVWKDWPD\EHQHFHVVDU\WRJHQXLQHO\PDLQVWUHDP3&,$
 ,WDOORZV WKHPDQDJHUVRI WKHSURMHFWRUSURJUDPPH WR³SODXVLEO\GHQ\´RUEXU\DQ\QHJDWLYH
DVVHVVPHQWV
 $V QRWHG DERYH LW LQKLELWV WKH GHYHORSPHQW RI 3&,$ FDSDFLW\ ZLWK RUJDQLVDWLRQV DQG WKHLU
SDUWQHUV
 )RUWKHPRVWSDUWLWH[FOXGHVJHQXLQHSDUWLFLSDWLRQRIWKRVHDIIHFWHGE\WKHLQWHUYHQWLRQVEHLQJ
HYDOXDWHG
,GHFLGHGWKDWLIDQRUJDQLVDWLRQLVQRWLQWHUHVWHGLQFXOWLYDWLQJLWVRZQ3&,$FDSDFLW\WKHQSHUKDSV
WKHUH DUH ZD\V IRU DQ H[WHUQDO 1RUWKHUQ ³H[SHUW´ WR FXOWLYDWH ORFDO FDSDFLWLHV E\ LQVLVWLQJ RQ
XQGHUWDNLQJ3&,$VLQDWHDPFRPSRVHGRIORFDOSDUWQHUV,QWKH81,&()6UL/DQNDFDVHWKHUHZDV
QRSDUWLFXODULQWHUHVWLQVXFKDQDSSURDFK,WMXVWZDQWHGD3&,$SURGXFWQRWDSURFHVV±SDUWLFXODUO\
RQH WKDW PLJKW HQWDLO DGGLWLRQDO ILQDQFLDO RU ORJLVWLFDO FRVWV HYHQ LI LW PDGH VHQVH LQ WKH ORQJHU
WHUP
7KLV RULHQWDWLRQ ZDV QRW UHDOO\ WKDW GLIIHUHQW RQ D 81'3VXSSRUWHG 3&,$ LQ 6RORPRQ
,VODQGV %XVK F 2QH RI WKH FRQGLWLRQV , SXW RQ P\ SDUWLFLSDWLRQ LQ D ³WHDP´ ZDV WKDW WKH
GLYLVLRQRIODERXUZRXOGKDYHWREHRQHZKHUH,FRQWULEXWHGWRWKHGHYHORSPHQWDQGDSSOLFDWLRQRIDQ
DSSURSULDWHPHWKRGRORJ\GUDZLQJRQWZHQW\IRXU\HDUVRIZRUNZLWKFROOHDJXHVLQ6UL/DQNDDQG
PRUHUHFHQWO\WKH3KLOLSSLQHVZKLOHWKHUHVWRIWKHWHDPZRXOGEHFRPSRVHGRI6RORPRQ,VODQGHUV
ZKRZRXOGSURYLGHWKHVXEVWDQWLYH³VWXII´WKHSROLWLFDOFRQWH[WWKHJURXQGHGDQDO\VLVWKHKLVWRULFDO
QXDQFHDQGVRRQ,QWKHHQGWKH³WHDP´FRQVLVWHGRIWZR$XVWUDOLDQVRQH%ULWDQ$PHULFDQRQH
6RORPRQ,VODQGHULQWHUQDQGPHD&DQDGLDQ±FHUWDLQO\QRWWKHORFDOWHDPWKDW,KDGDUJXHGZDV
QHHGHGIRUWKHH[HUFLVH
:KLOHVRPHGHYHORSPHQWRUJDQLVDWLRQVPD\³WDONWKHWDON´UHJDUGLQJ3&,$RU³FRQIOLFW
VHQVLWLYH´SURJUDPPLQJWKH\GRQRW³ZDONWKHZDON´LQWHUPVRIHIIRUWVWRV\VWHPDWLFDOO\LQWHJUDWH
SHDFHDQGFRQIOLFWLPSDFWLVVXHVLQWRVWDQGDUGRSHUDWLQJSURFHGXUHVRIWKHRUJDQLVDWLRQ1RGRXEW
WKHUHLVDYDULHW\RIUHDVRQVIRUZK\WKLVPLJKWEHWKHFDVH,WPD\EHDPDWWHURI³RSHUDWLRQDOKDELWXV´
WKDWLVLWPD\EHDIXQFWLRQRIWKHULJLGLW\DQGLQKHUHQWFRQVHUYDWLVPRIDOOEXUHDXFUDWLFRUJDQLVDWLRQV
ZKLFKWDXWRORJLFDOO\DVVHUW³ZHGRLWWKLVZD\EHFDXVHWKDWLVWKHZD\ZHGRLW´,WPD\EHDIXQFWLRQ
RI WKH SHUFHLYHG HIILFLHQF\ RI RXWVRXUFLQJ ZRUN 2U LW PD\ EH URRWHG LQ WKH IHXGDO LQILJKWLQJ
ZLWKLQRUJDQLVDWLRQVDVVXEJURXSVWU\WRDVVHUWFRQWURORYHUSROLF\DQGSURJUDPPLQJWHUULWRU\ZKLOH
EORFNLQJWKHHIIRUWVRIRWKHUV7KHIDFWWKDWVXFKSDWKRORJLHVH[LVWLQVRPHRUJDQLVDWLRQVVKRXOGQRW
EHWDNHQWRLPSO\WKDWLWLVVRLQDOORUJDQLVDWLRQV
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,Q 6UL /DQND VRFDOOHG ³3&,$ ZRUNVKRSV´ ZHUH KHOG ERWK LQ UHEHOFRQWUROOHG DQG
JRYHUQPHQWFRQWUROOHGDUHDV%\PRVWDFFRXQWVWKH\ZHUHGLVRUJDQLVHGFRQIXVHGDQGLOOSUHSDUHG
7KH\ZHUHOHGE\IRUHLJQHUVZKRNQHZQH[WWRQRWKLQJDERXWWKHFRQIOLFWYHU\OLWWOHDERXW3&,$
DQGDEVROXWHO\QRWKLQJDERXWWKHLQWHQVHVHQVLWLYLWLHVDURXQG³SHDFH´DWWKHWLPHRIWKHZRUNVKRSV
±ZKLFKZHUHKHOGDVYHU\GHOLFDWHSHDFHWDONVZHUHWDNLQJSODFHLQVLGHDQGRXWVLGHWKHFRXQWU\7KH
IDFLOLWDWRUVZHUHXQDEOHWRUHVSRQGWRTXHVWLRQVDERXWWKHVSHFLILFUHOHYDQFHRI3&,$WRWKHRQJRLQJ
SHDFHSURFHVVTXHVWLRQVWKDWVKRXOGKDYHEHHQH[SHFWHGVLQFH3&,$KDGEHHQDSDUWRIDWKUHH\HDU
FRQVXOWDWLRQEHWZHHQJRYHUQPHQWGRQRUVDQGFLYLOVRFLHW\
7KH UHVSRQVH IURP RUJDQLVHUV FRQFHUQLQJ WKH DSSDUHQW SROLWLFDO LQVHQVLWLYLW\ RI WKHLU
ZRUNVKRSZDVWKDW3&,$ZDVWUHDWHGRQO\IURPD³WHFKQLFDOSRLQWRIYLHZ´ZKLFK³ZDVQHYHUORRNHGDW
IURPDSROLWLFDOSHUVSHFWLYH´7KLVUHVSRQVHRQO\UHLQIRUFHVWKHVHQVHRIWKHLUEDVLFPLVXQGHUVWDQGLQJ
RI3&,$DPLVXQGHUVWDQGLQJZKLFKTXLFNO\VOLGHVGRZQWKHVOLSSHU\VORSHRIFRPPRGLILFDWLRQ<RX
FDQQRW VHSDUDWH WKH SROLWLFDO IURP WKH WHFKQLFDO 3&,$ LV IXQGDPHQWDOO\ DQG LQH[RUDEO\ SROLWLFDO
3&,$LVQRWD³WRRO´RUDVHWRIWRROVLWLVDSROLWLFDOSURFHVV+RZFRXOGWKHRUJDQLVHUVKDYHH[SHFWHG
SDUWLFLSDQWV QRW WR IRFXV RQ WKH FXUUHQW SHDFH SURFHVV ± HVSHFLDOO\ LQ WKH UHEHOFRQWUROOHG DUHDV"
:KHQSDUWLFLSDQWVGLGWU\WRVWHHUGLVFXVVLRQWRZDUGVWKHLULPPHGLDWHSROLWLFDOFRQIOLFWFRQWH[WLWZDV
GLVPLVVHGWKHVSHFLILFQDWLRQDOFRQWH[WZDVH[SOLFLWO\QRWVWUXFWXUHGLQWRWKHZRUNVKRS,WDSSHDUV
WKDWWKHZRUNVKRSVVDZWKHPHHWLQJRIWZRGLVFRQQHFWHGXQLYHUVHVWKHRQHRIWKHIDFLOLWDWRUVZKR
NQHZQH[WWRQRWKLQJRIWKHSROLWLFDOUHDOLWLHVRIWKHFRXQWU\DQGWKHRWKHURISDUWLFLSDQWVZKRZHUH
LQH[WULFDEO\PLUHGLQWKHVHUHDOLWLHV+RZLVLWSRVVLEOHWRKDYHDZRUNVKRSLQUHEHOFRQWUROOHGDUHDV±
RUDQ\SDUWRIDZDUDIIHFWHGFRXQWU\±ZKHUHWKDWFRQWH[WLVQRWWKHRYHUZKHOPLQJSRLQWRIUHIHUHQFH
IRUHYHU\RQHLQWKHURRP"1RWRQO\VKRXOGWKLVKDYHEHHQH[SHFWHGLWVKRXOGKDYHEHHQWKHEDVLVIRU
KROGLQJWKHZRUNVKRSV7RQRWDQWLFLSDWHWKLVWRQRWUHVSRQGWRWKLVLVWRVHWWKHZRUNVKRSVXSIRU
IDLOXUHDQGWRLQYLWHWKHGLVJUXQWOHPHQWRISDUWLFLSDQWV±ZKRZRXOGEHFRUUHFWLQGLVPLVVLQJ3&,$
DVDQLUUHOHYDQWDFDGHPLFFRQFHSW7KHZRUNVKRSVWKHUHIRUHPLVVHGDQRSSRUWXQLW\ZKLOHSRVVLEO\
IRUHFORVLQJPRUHUHOHYDQWDQGLQIRUPHGGLVFXVVLRQRQ3&,$LQWKHIXWXUH
,QDGGLWLRQWRWKHFRQIXVHGFRQWHQWDQGSURFHVVRIWKHZRUNVKRSVGRFXPHQWVZHUHZULWWHQ
LQDFDGHPLF(QJOLVKDQGQRWWUDQVODWHGLQWRORFDOODQJXDJHV2QVLWHLQWHUSUHWDWLRQZDVLQDGHTXDWH
$OORIWKHVHIDFWRUVFRPELQHGWRHQVXUHWKHIUXVWUDWLRQRISDUWLFLSDQWVDQGWKHIDLOXUHRIWKHH[HUFLVH
,URQLFDOO\ WKHQHW LPSDFWRIZRUNVKRSVPD\KDYHEHHQ WRGHFUHDVH WKHRSSRUWXQLW\ WRVWUHQJWKHQ
3&,$FDSDFLW\'HVSLWHWKLVDVHFRQGURXQGRIZRUNVKRSVZDVKHOG
7KHVHFRQGZRUNVKRSIROORZHGDVLPLODUSDWK±LWV1RUWKHUQGHILQHGDJHQGDZDVEDVHG
HQWLUHO\RQ DFDGHPLF(QJOLVKODQJXDJHPDWHULDO/RFDO SDUWLFLSDQWVZHUH UHTXLUHG WR VLJQ IRUPV
FRPPLWWLQJ WKHPVHOYHV WR ³UROOLQJ RXW´ WKH WRROV LQ WKH ZRUNVKRSV EHIRUH WKH\ ZHUH DFFHSWHG WR
SDUWLFLSDWH7KDWLVWKH\ZHUHUHTXLUHGWRFRPPLWLQZULWLQJWRVXSSRUWDSURFHVVSURGXFWZKLFK
WKH\KDGQRW\HWVHHQ2QWKHVHFRQGGD\RIDZHHNORQJZRUNVKRSWKHGHSXW\GLUHFWRURIWKH6UL
/DQNDQRUJDQLVDWLRQZKLFKZDVVHUYLQJDVWKH³VDOHVDJHQW´IRUWKH1RUWKHUQSURMHFWKDGWRGULYH
WRWKHVLWHWRWU\WRDGGUHVVWKHFODVKRIH[SHFWDWLRQVEHWZHHQWKHDFDGHPLF±3&,$SURGXFWVEHLQJ
VROG RII WKH UDFN E\ 1RUWKHUQ FRQVXOWDQWV ± DQG WKH ILHOG ZRUNHUV ± ORRNLQJ IRU XVHIXO UHOHYDQW
DSSURDFKHVDQGWRROV'HWDLOVIRUWKLVKDUVKDVVHVVPHQWZHUHGHULYHGIURPLQWHUYLHZVZLWKDQXPEHU
RISDUWLFLSDQWVLQWKHZRUNVKRSV
2QHRI WKH OHVVRQV WKDWPLJKWEHGUDZQ LV WKDWHYHQ3&,$ZRUNVKRSVVKRXOGEHYHWWHG
ZLWKDSUHSURMHFW3&,$
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  +]T\]ZMWN8MIKMQ[j
¥ ,Q[UIV\TQVO \PM K]T\]ZM WN _IZ
LQFOXGLQJ PLOLWDUL]HG DUPHG FRQIOLFWV
RU SK\VLFDO YLROHQFH ± ZLWKLQ D FRXQWU\
RU EHWZHHQ FRXQWULHV PDFUR ZLWKLQ D
IDPLO\ FRPPXQLW\ VFKRRO PLFUR DV
ZHOO DV V\PEROLF PDQLIHVWDWLRQV HJ
PHGLDDQGZDUWR\V
¥ 4Q^QVO _Q\P KWUXI[[QWV IVL R][\QKM ± 
KRZ ZH OLYH LQ D PDQQHU ZKHUH DOO
UHVRXUFHV DUH GLVWULEXWHG LQ D ZD\ WKDW
PHHWV WKH EDVLF QHHGV RI DOO SHRSOHV
ZLWKLQDQGDFURVVVRFLHWLHVDQGQDWLRQV
¥ *]QTLQVO QV\MZK]T\]ZIT ZM[XMK\
ZMKWVKQTQI\QWVIVL[WTQLIZQ\a±KRZZH
FDQ EXLOG UHODWLRQVKLSV DPRQJ GLIIHUHQW
FXOWXUHVDQGFLYLOL]DWLRQVVRWKDWZHFDQ
OLYH LQKDUPRQ\SHDFHDQGUHVSHFWZLWK
HDFKRWKHUQRUDFLVPDQGGLVFULPLQDWLRQ
RIDQ\IRUPV
¥ 8ZWUW\QVO P]UIV ZQOP\[ IVL
ZM[XWV[QJQTQ\QM[±EDVHGRQWKHSULQFLSOH
WKDW HDFKKXPDQEHLQJKDV ULJKWV FLYLO
SROLWLFDOHFRQRPLFVRFLDODQGFXOWXUDO
DV ZHOO DV UHVSRQVLELOLWLHV ZH FDQ
SURPRWHKXPDQULJKWVUDWKHUWKDQYLRODWH
WKHP
¥ 4Q^QVOQVPIZUWVa_Q\P\PMMIZ\P±KRZ
WRSUHYHQWHQYLURQPHQWDOGHVWUXFWLRQGXH
WR XQVXVWDLQDEOH GHYHORSPHQW SROLFLHV
DQG OLIHVW\OHV DQG SURPRWH SHDFHIXO
SHRSOHSODQHWUHODWLRQVKLSV
¥ +]T\Q^I\QVO QVVMZ XMIKM ± KRZ GR ZH
QXUWXUH DQG FXOWLYDWH D GHHS VHQVH RI
VSLULWXDOLW\ WKDW HQKDQFHV LQQHU SHDFH
ZKLFKLQWXUQKDVDQLPSDFWRQEXLOGLQJ
VRFLDOSHDFH
,Q ODWH 0D\  2;)$0 8. 6UL
/DQND DQG WKH $VLD )RXQGDWLRQ 6UL /DQND 	
3KLOLSSLQHV2IILFHVVXSSRUWHGDILYHGD\ZRUNVKRS
LQ +DEDUDQD 6UL /DQND WKDW VRXJKW H[SOLFLWO\ WR
FUHDWH WKH VSDFH WR H[DPLQH DQG VWUHQJWKHQ WKH
FDSDFLWLHV RI 6UL /DQNDQ SDUWLFLSDQWV WR PDQDJH
WKH RIWHQ FRPSHWLQJ SHUVRQDO DQG SURIHVVLRQDO
GHPDQGV RI ZRUNLQJ LQ YLROHQFHSURQH VHWWLQJV ±
ZKHWKHU WKH\ ZRUNHG LQ WKH 1RUWK WKH (DVW WKH
GHHS 6RXWK RU DQ\ RWKHU DUHD DW ULVN RI LQWHU RU
LQWUDJURXSYLROHQFH
7KH +DEDUDQD :RUNVKRS ZDV EDVHG
GLUHFWO\ DQG H[SOLFLWO\ RQ WKH OHVVRQV OHDUQHG
IURP WZR VLPLODU ZRUNVKRSV KHOG LQ 0LQGDQDR
3KLOLSSLQHV LQ  RUJDQLVHG E\ WKH /RFDO
*RYHUQDQFH6XSSRUW3URMHFW
7KH6UL/DQNDQZRUNVKRSFRQWDLQHGWZR
GLVWLQFWEXWLQWHUUHODWHGFRPSRQHQWV
7KH ILUVWSDUW IRFXVHGRQ WKHFKDOOHQJHV
RI EXLOGLQJ D &XOWXUH RI 3HDFH LQ 6UL /DQND )RU
WKH ILUVW WZRGD\VSDUWLFLSDQWVZHUH LQWURGXFHG WR
FRQFHSWV RI WKH &XOWXUH RI 3HDFH DQG SUHVHQWHG
ZLWKYDULRXVW\SHVRIDFWLYLWLHVGHVLJQHGWRGHHSHQ
WKHLUXQGHUVWDQGLQJRID&23ZKLFKHQDEOHGWKHP
WR GHOYH LQWR WKH FXOWXUDO GLPHQVLRQV EURDGO\
GHILQHG RI YLROHQFH DQG SHDFH LQ 6UL /DQND7KH
RULJLQDO IUDPHZRUN ZDV GHYHORSHG E\ 7RK 6ZHH
+LQ 81(6&2 /DXUHDWH IRU 3HDFH (GXFDWLRQ LQ
/*63
7KHVHFRQGSDUWRIWKHZRUNVKRSFRQVLVWHG
RIDFDSDFLW\EXLOGLQJH[HUFLVH WKDW LQWURGXFHGWKH
FRQFHSW RI 3&,$ GUDZLQJ VSHFLILFDOO\ RQ %XVK
 D E  D E F
G DQG DOORZHG SDUWLFLSDQWV WR DSSO\ WRROV
GHYHORSHG DQG SUHVHQWHG LQ +$1'621 3&,$
$ +DQGERRN IRU &RQGXFWLQJ 3HDFH DQG &RQIOLFW
,PSDFW $VVHVVPHQWV 3DUWLFLSDQWV DSSOLHG WKLV
PDWHULDO WR DFWXDO SURMHFWV RU SURJUDPPHV ZKLFK
WKH\WKHPVHOYHVEURXJKWWRWKHZRUNVKRS
  ?PI\Q[_WZSQVO'0IJIZIVIIVL5QVLIVIWw
  t4QVSQVO<PM+]T\]ZIT)VL<PM<MKPVQKITu"
  *]QTLQVOI+]T\]ZMWN8MIKMIVL)XXTaQVO8+1)
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 'HHSHQ WKH XQGHUVWDQGLQJ RI EDVLF FRQFHSWV DQG SULQFLSOHV RI WKH &XOWXUH RI 3HDFH FXOWXUDO
GLYHUVLW\DQGLQWHUFXOWXUDOVROLGDULW\LQWKHPLGVWRIWKHPXOWLSOHFRQIOLFWVDQGLPPHGLDWH
FKDOOHQJHV FRQIURQWLQJ WKRVH ZRUNLQJ LQ YLROHQFHSURQH DUHDV UHFRJQL]LQJ WKDW LQ 6UL /DQND
WKHUHLVDPXOWLSOLFLW\RIFRQIOLFWVWKURXJKRXWWKHLVODQGZKLFKVRPHWLPHVLQWHUVHFWLQWHUDFWDQG
VRPHWLPHVGRQRW
 $UWLFXODWHWKHUHOHYDQFHDQGFKDOOHQJHVRIFRQIOLFWDQGLGHQWLI\WKHIDFWRUVZKLFKKHOSLQDVVHVVLQJ
WKHVWDWHRIDSDUWLFXODUFRQIOLFW
 'HPRQVWUDWHVNLOOVLQWKHXVHRIFRQIOLFWPDSSLQJDQGDQDO\VLV
 &XOWLYDWHDQGDSSO\ WKHXQGHUVWDQGLQJVDQGSUDFWLFDOKDQGVRQ VNLOOVQHFHVVDU\ WRDQWLFLSDWH
PRQLWRU DQG HYDOXDWH KRZ D GHYHORSPHQWDO KXPDQLWDULDQ SHDFHEXLOGLQJ RU SULYDWH VHFWRU
LQWHUYHQWLRQPD\DIIHFWWKHG\QDPLFVRISHDFHRUFRQIOLFWLQYLROHQFHSURQHUHJLRQV
 ,QLWLDWH DQ DVVHVVPHQW RI WKH SHDFH RU FRQIOLFW LPSDFW RI D SURMHFW RU SURJUDPPH ZKLFK WKH
SDUWLFLSDQW LVIDPLOLDUZLWKZRUNLQJRQWRGHHSHQNQRZOHGJHDQGVNLOOV LQ3HDFHDQG&RQIOLFW
,PSDFW$VVHVVPHQW
 3ODQ IROORZWKURXJK PHFKDQLVPV IRU FRQWLQXLQJ H[FKDQJH DQG VKDULQJ OHDUQLQJ DSSOLFDWLRQV
DPRQJSDUWLFLSDQWV
 'HYHORS6RXWK6RXWK)LOLSLQR6UL/DQNDQOLQNDJHVWRIDFLOLWDWHFDSDFLW\EXLOGLQJUHODWLRQVKLSV
LQWKHDUHDRI3HDFHDQG&RQIOLFW,PSDFW$VVHVVPHQW
7KH +DEDUDQD ZRUNVKRS ZDV DQ XQSUHFHGHQWHG DQG XQLTXH FRQWULEXWLRQ WR WKH GHYHORSPHQW RI
SHDFHEXLOGLQJFDSDFLWLHVLQ6UL/DQNDEHFDXVHRILWVDWWHPSWWROLQNWKHZRUNEHLQJGRQHJOREDOO\
WR QXUWXUH D &XOWXUH RI 3HDFH ZLWK RQJRLQJ ZRUN RQ 3HDFH DQG &RQIOLFW ,PSDFW$VVHVVPHQW ,W
VKRXOGEHKLJKOLJKWHGWKDWLWZDVWKHILUVWWLPHLQ6UL/DQNDWKDW&XOWXUHRI3HDFHDQG3&,$KDYH
EHHQEXQGOHGWRJHWKHULQDZRUNVKRS7KHDSSURDFKZDVSLORWHGLQWKH3KLOLSSLQHVLQFROODERUDWLYH
LQLWLDWLYHVEHWZHHQWKH/RFDO*RYHUQPHQW6XSSRUW3URJUDPPHDQGP\VHOI
,WLVHVVHQWLDOWRXQGHUVWDQGZK\WKHZRUNVKRSVRXJKWWRLQWHJUDWH&XOWXUHRI3HDFHZLWK
3HDFHDQG&RQIOLFW,PSDFW$VVHVVPHQWLQDVLQJOHZRUNVKRSEHFDXVHLWVKHGVOLJKWRQWKHVWUXFWXUH
FRQWHQWDQGWKHLPSOLFDWLRQVRIWKLVZRUNVKRSDQGIXWXUHHIIRUWVWRQXUWXUH3&,$FDSDFLWLHV
,Q WKHSDVW&XOWXUHRI3HDFH WUDLQLQJKDV WHQGHG WREHXQGHUWDNHQZLWKRXW WKH H[SOLFLW
FRQVLGHUDWLRQ RI WKH LQVWLWXWLRQDO UHDOLWLHV DQG SURIHVVLRQDO GHPDQGV RI WKRVH ZRUNLQJ RQ RU LQ
FRQIOLFWSURQH DUHDV ,W ZDV OHIW XS WR WKH LQGLYLGXDO WR GHFLGH KRZ RU ZKHWKHU WR LQFRUSRUDWH
&23 LGHDV LQWR WKHLUZRUN&RQYHUVHO\ WUDLQLQJ LQ3&,$ RUGHULYDWLYHPHWKRGRORJLHVKDVEHHQ
WUHDWHGDOPRVWHQWLUHO\DVDPHFKDQLVWLFDQDO\WLFDOH[HUFLVHLQFRPSOHWHLVRODWLRQIURPWKHSHUVRQDO
DQG FXOWXUDO QRW WR PHQWLRQ SKLORVRSKLFDO DQG HWKLFDO IRXQGDWLRQV WKDW ZLOO VKDSH WKH ZD\V LQ
ZKLFK3&,$LVXQGHUVWRRGDQGDSSOLHG±DQGWKDWZLOOXOWLPDWHO\GHWHUPLQHLWVVXFFHVVRUIDLOXUH
E\ZKDWHYHUFULWHULDRQHFKRRVHV WRXVH6R HYHQZKHQGRQHSURSHUO\ ³VLQJOHWUDFN´ WHFKQLFDO
WUDLQLQJ DUWLILFLDOO\ FRPSDUWPHQWDOL]HV WKH FXOWXUDO DQG WKH WHFKQLFDO DQG PDNHV LW GLIILFXOW IRU
SDUWLFLSDQWVWRDSSO\±OHWDORQHLQWHJUDWH±ZRUNVKRSOHDUQLQJDQGWRROVLQWRWKHSURIHVVLRQDODQG
SHUVRQDOUHDOLWLHVRIWKHLUGDLO\OLYHV
$VRQHZRUNVKRSSDUWLFLSDQWREVHUYHG³,WLVQRWSRVVLEOHWREHDWRSURMHFWRIILFHULQ
DKRXUZDU]RQH´,QRWKHUZRUGVWKHUHLVQRKDUGDQGIDVWERUGHUEHWZHHQWKHSHUVRQDODQGWKH
SURIHVVLRQDOGHPDQGVWKUXVWRQLQGLYLGXDOVZRUNLQJLQFRQIOLFWSURQHDUHDV7KHVWUXJJOHWRPDQDJH
WKHVH WZR VHWV RI GHPDQGV RIWHQ OHDGV WR EXUQ RXW RU EUHDN GRZQ DW D SHUVRQDO OHYHO DQG SRRU
GHFLVLRQPDNLQJOHDGLQJWRSURMHFWIDLOXUHRUZRUVHDWDSURIHVVLRQDOOHYHO
2QH SDUWLFLSDQW GHVFULEHG WKH DWWHPSW WR LQWHJUDWH WKH FXOWXUDO DQG WKH WHFKQLFDO LQ
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+DEDUDQDZRUNVKRSDVDQHIIRUW³WRFRQQHFWWKHKHDUWZLWKWKHPLQG´,WZRXOGEHQDwYHWRH[SHFW
WKDWWKHZRUNVKRSFRXOGVXFFHHGLQFDWDO\VLQJWKLVFRQQHFWLRQLQDOORIWKHSDUWLFLSDQWV±VLQFHWKH
YHU\SURFHVVRIZRUNLQJLQFRQIOLFW]RQHVDFWLYHO\ZRUNVDJDLQVWVXFKLQWHJUDWLRQ+RZHYHUWKHVORZ
SURFHVVRIVXFKLQWHJUDWLRQEHJLQVZLWKWKHUHDOL]DWLRQWKDWWKLVFRPSDUWPHQWDOL]DWLRQH[LVWVIRU
YDULRXVUHDVRQVDQGLWFDUULHVDSULFHWKDWGLPLQLVKHVXVERWKSHUVRQDOO\DQGSURIHVVLRQDOO\7KH
ZRUNVKRSLWVHOIRIIHUHGDQRSSRUWXQLW\WRH[DPLQHWKHVHFRQQHFWLRQVDQGGLVFRQQHFWLRQV7KURXJK
LQFUHDVHGDZDUHQHVVDQGWKHDSSOLFDWLRQRIEDVLFWRROVFDSDFLWLHVZHUHVWLPXODWHGWREHJLQDVHOI
FULWLFDOSURFHVVWRFRQQHFWWKHFXOWXUDODQGWKHWHFKQLFDOLQWKHZRUNDQGOLYHVRISDUWLFLSDQWV
?Pa:M[Q[\,Q[KWVVMK\QVO8+1)NZWU+78'
2QHSDUWLFLSDQWVXJJHVWHGWKDWLWPLJKWEHPRUHHIILFLHQWWRVHSDUDWHWKH&XOWXUHRI3HDFH
FRPSRQHQW RI WKH ZRUNVKRS IURP WKH 3&,$ FRPSRQHQW %HFDXVH LW LV GLIILFXOW WR JHW SHRSOH WR
FRPPLWWRDILYHGD\ZRUNVKRSDQGEHFDXVHSHRSOHZDQWWKHLPPHGLDWHKDQGVRQWRROVRI3&,$
ZK\QRWMXVWKDYHDGD\3&,$ZRUNVKRS"2UDOWHUQDWLYHO\ZK\QRWGLYLGHWKHZRUNVKRSLQWRWZR
VHSDUDWHVKRUWHUZRUNVKRSV"
7KHUHDUHDQXPEHURIUHDVRQVIRUUHVLVWLQJHIIRUWVWRGLVFRQQHFW3&,$IURP&XOWXUHRI
3HDFHZRUNVKRSFRPSRQHQWV
Â $VGLVFXVVHGDERYHDQLQWHJUDWHGZRUNVKRSDOORZVSDUWLFLSDQWVWRUHFRJQL]HWKHGLVFRQQHFWLRQV
EHWZHHQ WKH SHUVRQDO DQG WKH SURIHVVLRQDO DQG WKHUHE\ FUHDWHV WKH VSDFH IRU VHOIFRQVFLRXV
HIIRUWVWRFRQQHFWWKHP
Â $QLQWHJUDWHGZRUNVKRSDOORZVSDUWLFLSDQWVWRDUWLFXODWHDSULQFLSOHGIRXQGDWLRQIURPZKLFKWR
PDNHSHUVRQDODQGSURIHVVLRQDOGHFLVLRQVLQFRQIOLFWSURQHDUHDV&RJQL]DQWRIWKHIDFWWKDWZH
FDQQHYHUEHELDVIUHHLQKRZZHDVVHVVWKHLPSDFWRIDQ\LQLWLDWLYHWKH&XOWXUHRI3HDFHPRGXOH
SURYLGHVDQRSSRUWXQLW\IRUWKHSDUWLFLSDQWVWRVXUIDFHDQGEHFRPHDZDUHRIWKHLURZQZD\RI
ORRNLQJDWSHDFHDQGFRQIOLFWLVVXHVDQGPD\EHVWUDWHJLFDOO\DSSOLHGLQ3&,$EDVHGRQKRZWKH\
KDYHSHUVRQDOO\ZRUNHGRXWWKHVHLVVXHVWKHPVHOYHV
Â $QLQWHJUDWHGZRUNVKRSDOORZVIRUWUXVWWREHJLQGHYHORSLQJDPRQJSDUWLFLSDQWV7KLVLVHVVHQWLDO
QRWRQO\IRU WKHVXFFHVVRI WKHZRUNVKRSEXWIRU WKHHYROXWLRQRI WKHVXSSRUWLYHSHUVRQDODQG
SURIHVVLRQDOUHODWLRQVKLSVZKLFKZLOOVXSSRUWWKHLULQGLYLGXDODQGWKHLURUJDQLVDWLRQ¶VHIIRUWVWR
ZRUNZLWK3&,$
;W]\P;W]\P4QVSIOM[
2QH SDUWLFXODUO\ H[FLWLQJ GLPHQVLRQ RI WKH +DEDUDQD ZRUNVKRS ZDV WKDW LW ZDV FR
IDFLOLWDWHGE\WKUHH)LOLSLQRFROOHDJXHV0\Q*DUFLD0DGHWW9LUROD*DUGLRODDQG$EGXO-LP+DVVDQ
VHHIRRWQRWHZKRDUHWKHSLRQHHUVLQGHYHORSLQJ&233&,$WUDLQLQJLQWKH3KLOLSSLQHV±ZKLFK
QRZ LQFOXGHV ZRUNLQJ GLUHFWO\ ZLWK FRPPXQLWLHV DQG ORFDO JRYHUQPHQWV WKDW DUH DSSO\LQJ 3&,$
LQVHYHQ3HDFH=RQHV LQ0LQGDQDR7KHUH LVQRRWKHUJURXS LQ WKHZRUOG WKDWFXUUHQWO\SRVVHVVHV
H[SHULHQFH LQ WUDLQLQJ DQG DSSOLFDWLRQ RI 3&,$ WKDW VXUSDVVHV WKH LQIRUPDO 3&,$ QHWZRUN LQ WKH
3KLOLSSLQHV,QDGGLWLRQWRWKLVXQULYDOOHGH[SHUWLVHZKLFKWKH\EURXJKWWRWKHZRUNVKRSDQGZKLFK
LQSUDFWLFHLVDQRSHQQHVVWRVKDUHIURPWKHLU3&,$H[SHULHQFHVDQGWROHDUQIURPRWKHUVWKHUHZHUH
PDQ\WLPHVZKHQFRQWUDVWVDQGFRPSDULVRQVZHUHPDGHEHWZHHQWKH3KLOLSSLQHV¶HIIRUWVLQ3&,$DQG
6UL/DQNDQHIIRUWV7KLVDGGHGDYHU\LPSRUWDQWGLPHQVLRQRIWZRZD\OHDUQLQJWRWKHZRUNVKRS,Q
DGGLWLRQWRWKHWKUHH)LOLSLQRFRIDFLOLWDWRUVWKHUHZHUHWZRSDUWLFLSDQWVIURP1HSDOZKRVHSUHVHQFH
DQG HQJDJHPHQW VLPLODUO\ FRQWULEXWHG WR OHDUQLQJ XVLQJ FRPSDUDWLYH PHWKRGV 7KH SRWHQWLDO IRU
IXUWKHU6RXWK6RXWKOLQNDJHVEH\RQGWKHSHUVRQDOIULHQGVKLSVZKLFKZHUHLQLWLDWHGLVKLJK
8MIKMIVL+WVNTQK\;\ISMPWTLMZ5IXXQVO
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:RUNLQJ LQ JURXSV SDUWLFLSDQWV XQGHUWRRN DQ H[HUFLVH WR PDS WKH SHDFHEXLOGLQJ DQG
FRQIOLFWVWDNHKROGHUVLQWKHLPPHGLDWHDUHDRIDSURMHFWVLWH7KURXJKWKLVH[HUFLVHSDUWLFLSDQWVVHH
WKDW PDSSLQJ LQYROYHV PRUH WKDQ ILQGLQJ DQG ILWWLQJ SLHFHV LQWR D VLQJOH SHDFH FRQIOLFW SX]]OH
3DUWLFLSDQWVUHDOL]H WKDW WKHUHDUH LQIDFWGLIIHUHQWSLHFHV WRGLIIHUHQWSX]]OHVGLIIHUHQWFRQIOLFWV
GLIIHUHQW FRQGLWLRQV DW GLIIHUHQW SRLQWV LQ WKH VDPH FRQIOLFW LQWHUVHFWLQJ FRQIOLFWV DQG VR RQ
6RPHWLPHVWKHVDPHJURXSLVLGHQWLILHGFRUUHFWO\DVERWKDFRQIOLFWDQGDSHDFHVWDNHKROGHU$QG
WKH\ VHH WKDW WKH LQWHUHVWV REMHFWLYHV DQG PHDQV DVVRFLDWHG ZLWK GLIIHUHQW VWDNHKROGHUV PD\ DOVR
FKDQJH RYHU WLPH7KH IOXLGLW\ DQG FRPSOH[LW\ RI WKH PDS XQGHUVFRUHV WKH QHHG IRU DQ LWHUDWLYH
DSSURDFKWRPDSSLQJWKURXJKRXWWKHOLIHRIDSURMHFW
<M[\,ZQ^QVO8+1)<WWT[
3DUWLFLSDQWVDSSO\3&,$WRROVWRSURMHFWVWKDWWKH\EULQJWRWKHZRUNVKRS7KLVH[HUFLVH
DOORZHG WKHP WR GHYHORS D KDQGVRQ XQGHUVWDQGLQJ RI WKH WRROV 6HH WKH GLVFXVVLRQ EHORZ
³5HVSRQVLYH&KDQJHVLQ:RUNVKRS)RUPDW´7KLVJLYHVSDUWLFLSDQWVDUHDVRQDEOHEDVLVWRGHFLGH
IRU WKHPVHOYHVZKHWKHU RU WRZKDWGHJUHH3&,$PD\EH LPPHGLDWHO\XVHIXO IRU WKHP%HFDXVH
SDUWLFLSDQWV¶SURMHFWVDUHXVXDOO\GUDZQIURPGLIIHUHQWSKDVHVRIWKHSURMHFWF\FOHSUHLQDQGSRVW
SURMHFWWKHVKDULQJRIILQGLQJVH[SHULHQFHVDOORZVWKHSRVVLELOLW\RIDSSUHFLDWLQJWKHGLIIHUHQFHV
LQDSSOLFDWLRQLQGLIIHUHQWSURMHFWVVWDJHVVHFWRUVFRQWH[WVDQGORFDWLRQV$QXPEHURISDUWLFLSDQWV
IRXQG LWSDUWLFXODUO\XVHIXO WRKDYH WR LGHQWLI\DQGGLVWLQJXLVKEHWZHHQSHDFH LQGLFDWRUV FRQIOLFW
LQGLFDWRUVDQGGHYHORSPHQW LQGLFDWRUV LQ WKHLUSDUWLFXODUSURMHFWV7KLVZDV WKHH[HUFLVH WKDW IRU
WKHPVXPPHGXSWKHZD\LQZKLFK3&,$FKDOOHQJHVXVWRUHWKLQNWKHZD\VZHGRRXUFRQYHQWLRQDO
GHYHORSPHQWDQGKXPDQLWDULDQZRUN
:M[XWV[Q^M+PIVOM[QV?WZS[PWX.WZUI\
7KHPDMRUFKDQJHWRWKHZRUNVKRSZDVDGHFLVLRQE\WKHWHDPRIIDFLOLWDWRUVWRQRWXVH
WKHK\SRWKHWLFDOFDVHVWXG\³7XJDO´DVWKHIRFXVIRUWKHILUVWDSSOLFDWLRQRI3&,$WRROVLHEHIRUH
DSSO\LQJWKHVDPHWRROVWRH[LVWLQJSURMHFWVLQ6UL/DQND7KHRULJLQDOUHDVRQIRUGHYHORSLQJWKH
K\SRWKHWLFDOFDVHVWXG\ZDVVRWKDWSDUWLFLSDQWVZRXOGQRWJHWKXQJXSRQGLVDJUHHPHQWVRYHUWKH
GHWDLOVRUPLQXWLDHRIDQDFWXDOFDVH7KHLQWHQWLRQZDVWRDOORZWKHPWRFRQFHQWUDWHRQWKHWRROV
DQGWKHLUV\VWHPDWLFDSSOLFDWLRQLQSUHSURMHFWLQSURMHFWDQGSRVWSURMHFWSKDVHV7KHFDVHPDWHULDO
ZDVSUHSDUHGDQGSUHVHQWHGLQDZD\WKDWZDVGHVLJQHGWRIDFLOLWDWHTXLFNDVVLPLODWLRQRIWKHVDOLHQW
GHWDLOVRIDSURMHFWDFRQIOLFWDQGDQLPSOHPHQWLQJDJHQF\,QSUDFWLFHKRZHYHUDVH[SHULHQFHGLQ
WKHZRUNVKRSVGRQHLQWKH3KLOLSSLQHVWKHUHZDVFRQVLGHUDEOHGLIILFXOW\E\SDUWLFLSDQWVWRDEVRUE
WKHGHWDLOVDQGWKHQDSSO\WKHQHZWRROV)XUWKHUXSRQUHIOHFWLRQDQ\GHEDWHRUGLVSXWHRYHU³GHWDLOV
RUPLQXWLDH´FDQSURYHWREHTXLWHEHQHILFLDOWRWKHOHDUQLQJSURFHVVSURYLGHGLWFRXOGEHKDUQHVVHG
DQGGLUHFWHGDSSURSULDWHO\7KHH[SHULHQFHRIFRQGXFWLQJD3&,$ZRUNVKRSLQWKH=RQHVRI3HDFH
LQ0LQGDQDR3KLOLSSLQHVZKHUHLQWKHSDUWLFLSDQWVXVHGWKHLUDFWXDOFRPPXQLW\SURMHFWVLQDSSO\LQJ
WKH3&,$WRROVFOHDUO\VKRZHGWKHUHODWLYHHDVHLQXQGHUVWDQGLQJWKHFRQFHSWVDQGDSSO\LQJWKHWRROV
RI3&,$ZKHQXVLQJD³UHDO´SURMHFWWKDWWKHSDUWLFLSDQWVNQRZE\KHDUW7KHDGGLWLRQDODGYDQWDJH
RIXVLQJ6UL/DQNDQFDVHVGUDZQIURPDOOSKDVHVRIWKHSURMHFWF\FOHLV WKDW LWSURYLGHVDEHWWHU
RSSRUWXQLW\ IRU SDUWLFLSDQWV WR DFWXDOO\ WHVW WKH XWLOLW\ RI 3&,$ LGHDV DQG WRROV LQ FDVHV WKDW DUH
SUHVVLQJDQGLPSRUWDQWWRWKHPDQGWKHLURUJDQLVDWLRQV
$IRFXVRQH[LVWLQJSURMHFWVSURSRVHGXQGHUZD\RUFRPSOHWHGPHDQVWKDWIDFLOLWDWRUV
QHHGWRKDYHDGHWDLOHGNQRZOHGJHRIWKHFRXQWU\HVSHFLDOO\FRQIOLFWSURQHUHJLRQVLQRUGHUWREH
PRVWHIIHFWLYH±RUWKDWWKH\QHHGWREHSDLUHGXSZLWKFRIDFLOLWDWRUVZLWKGHHSNQRZOHGJHDQGDUHD
H[SHUWLVH,QRQHZRUNLQJJURXSIRUH[DPSOHLWWRRNFRQVLGHUDEOHSURELQJDQGGLVFXVVLRQEHIRUHLW
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ZDVPDGHH[SOLFLWWKDWDERUGHUYLOODJHLQZKLFKDSURMHFWZDVWREHORFDWHGZDVSROLWLFDOO\YRODWLOH
QRWRQO\EHFDXVHRIDKLVWRU\RIFRQIURQWDWLRQEHWZHHQWKH/LEHUDWLRQ7LJHUVRI7DPLO(HODP/77(
DQGWKH6UL/DQNDQDUPHGIRUFHVDQGEHWZHHQ7DPLODQG6LQKDOHVHYLOODJHUV%HFDXVHLWVWUDGGOHG
WKHGLYLGLQJ OLQHEHWZHHQ WKH1RUWKHUQ3URYLQFHDQG WKH(DVWHUQ3URYLQFHDQGKDGEHHQ WKHVLWH
RIDPDMRUEDWWOHEHWZHHQWKH/77(DQGUHEHO/77(IRUFHVLQ6SULQJWKHORFDWLRQZDVDOVR
H[FHSWLRQDOO\YRODWLOHDVDSRWHQWLDOVLWHIRUIXWXUHFRQIURQWDWLRQVZLWKLQWKH/77()RUDYDULHW\RI
SRVVLEOHUHDVRQVWKLVFUXFLDOIDFWZDVQRWSODFHGRQWKHWDEOHIRUGLVFXVVLRQ7KHIDFLOLWDWRUQHHGV
WREHDEOHWRIROORZDQGXQGHUVWDQGQRWRQO\ZKDWLVEHLQJVDLGEXWPRUHLPSRUWDQWO\ZKDWLVQRW
EHLQJVDLGLQRUGHUWRVKDUSHQSDUWLFLSDQWV¶DSSOLFDWLRQRI3&,$WRROV
?WZS[PWX,WK]UMV\I\QWVIVLt8IKSIOQVOu8+1)NWZ,QNNMZMV\+WUU]VQ\QM[
7KHGRFXPHQWDWLRQXVHGLQWKHZRUNVKRSLVEHLQJUHYLVHGLQUHVSRQVHWRVXJJHVWLRQVDQG
H[SHULHQFHVGXULQJWKHZRUNVKRS+RZHYHUHDUOLHUYHUVLRQVRIPDWHULDOXVHGLQWKHZRUNVKRSPD\
EHGRZQORDGHGIURPWKHZHEVLWHIRUWKH3KLOLSSLQH&DQDGD/RFDO*RYHUQPHQW6XSSRUW3URMHFW
2QH RI WKH H[FLWLQJ SRVVLELOLWLHV JHQHUDWHG E\ WKH ZRUNVKRS ZDV WKH FRQQHFWLRQ PDGH
EHWZHHQDQRUJDQLVDWLRQLQWHUHVWHGLQWUDQVODWLQJ+$1'6213&,$LQWR7DPLODQG6LQKDODDQGDQ
RUJDQLVDWLRQLQWHUHVWHGLQIXQGLQJVXFKDQLQLWLDWLYH7KLVKRZHYHULVRQO\WKHWHFKQLFDOVLGHRIDQ
LVVXHWKDWZDVUDLVHGWKURXJKRXWWKHZRUNVKRSWKHQHHGQRWRQO\WRWUDQVODWHWKHODQJXDJHRI3&,$
EXWWRHQVXUHWKDWLWLVSUHVHQWHGLQIRUPVWKDWDUHDSSURSULDWHDQGLQWHOOLJLEOHWRDJLYHQFRQVWLWXHQF\
ZKHWKHU WKLV LV FRPPXQLW\ OHDGHUV JRYHUQPHQWGHFLVLRQPDNHUV LQWHUQDWLRQDO1*2VRUGRQRUV
8QIRUWXQDWHO\WKHUHLVQRWDVLQJOHUHFLSHWKDWFDQEHXVHGWR³FRRNXS´DGLIIHUHQW3&,$GLVKWRVXLW
WKHWDVWHVDQGDSSHWLWHRIHDFKFRQVWLWXHQF\$OHVVRQIURP0LQGDQDRVXJJHVWVWKDWWKLVFDQEHVWEH
GRQHWKURXJKSDUWLFLSDWRU\HQJDJHPHQWVEHWZHHQWKHIDFLOLWDWLQJRUJDQLVDWLRQDQGWKHFRQVWLWXHQF\
(YHQPRUHLPSRUWDQWWRXQGHUVWDQGIURPWKH0LQGDQDRH[SHULHQFHLV3&,$ZDVRQO\DFFHSWHG
RQFHLWZDVDSSURSULDWHGDQG³LQGLJHQL]HG´E\ORFDOFRPPXQLWLHVWKHDGRSWLRQRI3&,$ZDVD
VORZRUJDQLFSURFHVV3&,$ZDVQRWWKHUHDVRQIRULQLWLDWLQJDUHODWLRQVKLSZLWKDFRPPXQLW\
7KDW LV D UHODWLRQVKLS ZDV QRW EXLOW LQVWUXPHQWDOO\ ZLWK D FRPPXQLW\ VR WKDW 3&,$ FRXOG EH
LQWURGXFHGLQWRLW5DWKHUORQJVWDQGLQJUHODWLRQVKLSVRIWUXVWDQGFRPPXQLFDWLRQKDGEXLOWXSRYHU
WKH\HDUVWKURXJKDQRUJDQLFSURFHVVRIZRUNLQJZLWKWKHFRPPXQLWLHVRUJDQLVLQJWKHPEXLOGLQJ
WKHLUFDSDFLWLHVDQGHPSRZHULQJWKHZRPHQPHQDQGRWKHUVXEJURXSV3&,$MXVWKDSSHQHGWREHLQ
WKHULJKWKDQGVDWWKHULJKWSODFHDWWKHULJKWWLPH$FFRUGLQJWRRQHRIWKH)LOLSLQRFRIDFLOLWDWRUV
ZKHQ WKLV KDSSHQHG LQ 0LQGDQDR WKH FRPPXQLWLHV GHYHORSHG WKHLU RZQ ODQJXDJH WHUPV DQG
DSSURDFKHV7KLVZDVVHHQWREHRQHRIWKHQH[WVWHSVIRU3&,$LQ6UL/DQND
 !<MIKPQVO8+1)QV\PM)KILMUQK;M\\QVO
2EYLRXVO\ WHDFKLQJ D IXOO FRXUVH RQ 3&,$ DW D JUDGXDWH OHYHO LQ D XQLYHUVLW\ LV YHU\
GLIIHUHQW IURP ZHHNORQJ FDSDFLW\EXLOGLQJ ZRUNVKRSV LQ WKH ILHOG (YHQ LI WKH WRWDO QXPEHU RI
KRXUV LV URXJKO\ WKH VDPH LQ HDFK IRUPDW WKH IDFW WKDW DXQLYHUVLW\ FRXUVH VWUHWFKHVRXWRYHU
ZHHNVSHUPLWVDPXFKPRUHH[WHQVLYHHQJDJHPHQWZLWK³WKH OLWHUDWXUH´ ,W DOVRDOORZV WKH VSDFH
WRJOLPSVHWKH³ODUJHUSLFWXUH´QRWRQO\E\FRPSDULQJDQGFRQWUDVWLQJGLIIHUHQWYHUVLRQVRI3&,$
EXWE\GHYHORSLQJDEHWWHUXQGHUVWDQGLQJRIWKHEDVLF³QXWVDQGEROWV´RIPRQLWRULQJDQGHYDOXDWLRQ
LQ JHQHUDO DQG E\ H[DPLQLQJ WKH ZD\V LQ ZKLFK HYDOXDWLRQ DQG DVVHVVPHQW DUH FRQYHQWLRQDOO\
XQGHUWDNHQ LQ WKH ILHOGV RI GHYHORSPHQW KXPDQ ULJKWV JRYHUQDQFH PLOLWDU\ LQWHUYHQWLRQ
KXPDQLWDULDQDVVLVWDQFHDQGSHDFHEXLOGLQJ
P\\X"___TO[XWZOXPXLN+788+1)XLN
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$VDQLOOXVWUDWLRQWKHDSSHQGL[LQFOXGHVWKH(QJOLVKDQG)UHQFKV\OODELIRUDFRXUVHWDXJKW
LQWKH0$3URJUDPPHLQ&RQIOLFW6WXGLHVDW6W3DXO8QLYHUVLW\LQ2WWDZD&DQDGD
7KHFHQWUHSLHFHRIWKHFRXUVHLVWKHUHTXLUHPHQWIRUVWXGHQWVWRDSSO\WKH+DQGV2Q3&,$
+DQGERRNWRDSURMHFWRIWKHLUFKRLFHORFDWHGLQDFRQIOLFWSURQHVHWWLQJ7KRVHVWXGHQWVZLWKILHOG
H[SHULHQFHRUWKRVHZKRFKRRVHWRZRUNRQSURMHFWVGUDZQIURPKRPHFRXQWULHVVXFKDV/HEDQRQ
(WKLRSLD6RPDOLDRU6XGDQPD\EHFORVHUWRWKHWKLFNGHWDLOVRIDFDVHEXWHDFKVWXGHQWIDFHVKLV
RUKHUSDUWLFXODUFKDOOHQJHVLQDSSO\LQJQHZO\DFTXLUHGWRROVDQGDSSURDFKHVWRDFDVHZLWKPRUH
GHWDLOWKDQFDQSRVVLEO\EHDEVRUEHGRYHUWKHVSDQRIDIHZZHHNV)XUWKHUQRQHRIWKHVWXGHQWVDUH
DEOHWRLQWHJUDWHWKHHVVHQWLDOHOHPHQWRIEURDGSDUWLFLSDWLRQDQGFRQVXOWDWLRQLQWRWKHLUDVVHVVPHQWV
,Q RQH FODVV D VWXGHQW DVNHG ³+RZ FDQ ZH SRVVLEO\ GR WKLV DVVLJQPHQW ZLWKLQ WKHVH VHYHUH
FRQVWUDLQWVRILQIRUPDWLRQDQGWLPH"´6KHZDVULJKW,WZDVLQGHHGLPSRVVLEOHWRVXFFHHG+RZHYHU
WKHDVVLJQPHQWGRHVQRWVHHNLQGHHGFDQQRWH[SHFW WRJHQHUDWH WKH³SHUIHFW´3&,$5DWKHU WKH
EHVWLWFDQKRSHIRULVD³VXFFHVVIXOIDLOXUH´±RQHWKDWLOOXVWUDWHVWKDWWKHVWXGHQW³JHWVLW´RU
XQGHUVWDQGV WKH FRQFHSWXDO DQG PHWKRGRORJLFDO XQGHUSLQQLQJV RI 3&,$ DQG  LV DEOH WR DSSO\
WKLVXQGHUVWDQGLQJDQGUHODWHGWRROVWRDFDVHLQDZD\WKDWGHPRQVWUDWHVDQDELOLW\WRWHDVHRXWDQG
LQWHUSUHW LPSDFWV SRWHQWLDORUDFWXDORIDQ LQWHUYHQWLRQRQ WKHVWUXFWXUHVDQGSURFHVVHVRISHDFH
RUFRQIOLFW3DUWLFXODUO\LPSRUWDQWLVWKDWWKHVWXGHQWJHWD³IHHO´IRUFRQGXFWLQJD3&,$GHYHORSD
VHQVHRIWKHFRPSOH[LWLHVRIDFDVHDQGWKHDQDO\WLFDOFKDOOHQJHVLQYROYHGLQLQWHUSUHWLQJLWEHDEOH
WRUHDGEHWZHHQWKHOLQHVRIGHVFULSWLYHSURMHFWGRFXPHQWVLQRUGHUWRIODJSRVVLEOHSHDFHRUFRQIOLFW
LPSDFWV GHYHORS DQ DELOLW\ WR LQWHUURJDWH WKH SURMHFW VWRU\ WR LGHQWLI\ ORJLFDO JDSV LQIRUPDWLRQ
KROHVDQGWRNQRZZKDWTXHVWLRQVQHHGWREHDVNHGDQGDQVZHUHGEHIRUHLPSDFWVRUSURWRLPSDFWV
WKDWLVSRVVLEOHLPSDFWVPD\EHGHWHUPLQHGRUGLYLQHG
7KH JUHDWHVW FKDOOHQJH WR WHDFKLQJ 3&,$ ZLWKLQ WKH XQLYHUVLW\ LV WKH JUHDW GLVWDQFH
EHWZHHQXQLYHUVLW\UHDOLWLHVDQGFDVHUHDOLWLHV3&,$DVVLJQPHQWVULVNEHLQJLQWHOOHFWXDOH[HUFLVHV
+RZHYHUZKHQXQLYHUVLW\WUDLQLQJLVYLHZHGDVDVWDUWLQJSRLQWUDWKHUWKDQDQHQGSRLQWWKHIUXLW
RIWKHH[HUFLVHPD\RQO\EHFRPHDSSDUHQWLQWKHIXWXUHDVVWXGHQWVOHDUQIURPH[SHULHQFHDQGJURZ
DQGGHYHORSLQWKHUHDOZRUOG
6M`\;\MX[
,QOLJKWRIWKLVGLVFXVVLRQZKHUHVKRXOGZHEHSODFLQJRXUHPSKDVLV",QP\RSLQLRQWKH
IRUHJRLQJDQDO\VLVVXJJHVWVWKHIROORZLQJ
7KHK]T\Q^I\QWVWNXI\QMV\IVLKWTTIJWZI\Q^M_WZSQVOZMTI\QWV[PQX[_Q\P;W]\PMZVXIZ\VMZ[WKDWZRXOG
IRUPWKHIRXQGDWLRQIRU OHDUQLQJIURPWKHLUH[SHULHQFHVZLWKIRUPDODQG LQIRUPDO3&,$ERWK
VXFFHVVHVDQGIDLOXUHVDQGIRUXQGHUVWDQGLQJKRZWKH\DQGWKHLUZRUNPD\EHVXSSRUWHGDQG
KRZNQRZOHGJHDQGH[SHULHQFHVPD\EHVHHGHGWKURXJKRXUUHODWLRQVKLSVZLWKFRPPXQLWLHVLQ
RWKHUFRQIOLFWVHWWLQJV+HUHLWFDQQRWEHRYHUHPSKDVL]HGWKDWJHQXLQH1RUWK6RXWKSDUWQHUVKLSV
DUH SRVVLEOH RQO\ LI WKH\ DUH EXLOW RQ UHVSHFW WUXH FROODERUDWLRQ DQG ORQJWHUP UHODWLRQVKLSV
0RUHRIWHQWKDQQRW6RXWKHUQSDUWLFLSDWLRQLVIRUFHGLQWRDJHQGDVWKDWDUH1RUWKHUQGHILQHGDQG
FKDUDFWHUL]HGE\WRSGRZQDUURJDQFHFRQWUROVKRUWWHUPWUDQVDFWLRQVDQGEXGJHWVWKDWEHQHILW
1RUWKHUQ³SDUWQHUV´RYHU6RXWKHUQ³SDUWQHUV´
;W]\P;W]\PTQVSIOM["(YHQPRUHXVHIXOWKDQWKHFXOWLYDWLRQRIUHVSHFWIXO1RUWK6RXWKUHODWLRQVKLSV
LVPDNLQJWKHFRQQHFWLRQVEHWZHHQWKRVHRUJDQLVDWLRQVDQGLQGLYLGXDOVLQWKH6RXWKZKRSRVVHVV
SUDFWLFDO 3&,$ H[SHULHQFH DQG H[SHUWLVH DQG RWKHU 6RXWKHUQ JURXSV LQ RWKHU YLROHQFHSURQH
DUHDV±DVZDVGRQHLQ+DEDUDQDZKHUH3&,$IDFLOLWDWRUVIURPWKH/RFDO*RYHUQDQFH6XSSRUW
3MV*][P
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3URJUDPPHLQWKH3KLOLSSLQHVOHGDZHHNORQJ3&,$ZRUNVKRSIRU6UL/DQNDQDQG1HSDOHVHILHOG
ZRUNHUV
7KHM`XTQKQ\MVOIOMUMV\WN6WZ\PMZVWZOIVQ[I\QWV[QV\PMKPITTMVOMWNQV\MOZI\QVOWZtUIQV[\ZMIUQVOu
XMIKMIVLKWVNTQK\QUXIK\Q[[]M[QV\W\PMQZ_WZS±DWFRXQWU\SURJUDPPHDQGSURMHFWOHYHOV,NQRZ
RIWZRRUJDQLVDWLRQV±2;)$0DQG:86&:RUOG8QLYHUVLW\6HUYLFHVRI&DQDGD±ZKRDUH
GHYHORSLQJLQLWLDWLYHVZKLFKDWWHPSWWRGRMXVWWKLV:KLOHOHDUQLQJIURPWKHVHHIIRUWVZHVKRXOG
QRWDYHUWRXUH\HVIURPRWKHULQLWLDWLYHVE\LQWHUQDWLRQDODFWRUVOLNH81,&()LQ6UL/DQNDDQG
81'3LQ6RORPRQ,VODQGVZKHUHLWLVSDWHQWO\FOHDUWKDWDOWKRXJKWKH\PLJKWKDYHOHDUQHGKRZ
WRVSULQNOH3&,$SKUDVHVLQWRSURSRVDOVWRGRQRUVWKH\KDYHVRIDUIDLOHGWRJHQXLQHO\LQWHJUDWH
3&,$LQWRWKHLUSURMHFWVOHWDORQHSURJUDPPHV$PRQJWKHSRVVLEOHUHDVRQVIRUWKLVLVWKHIDFW
WKDW 3&,$ PXVW EH SDUWLFLSDWRU\ LW PXVW LQFOXGH FRPPXQLWLHV LW PXVW EXLOG RQ DQG GHYHORS
H[LVWLQJQDWLRQDOFDSDFLWLHVLILWLVWREHXVHIXODQGUHOHYDQW$OOWKLVLVQHFHVVDU\IRUWKHVLPSOH
UHDVRQ WKDW LW LV LPSRVVLEOH WR LGHQWLI\ RU XQGHUVWDQG LPSDFW ZLWKRXW WKH DFWLYH SDUWLFLSDWLRQ
DQDO\VLVDVVHVVPHQWRISDUWQHUVDQGFRPPXQLWLHVRQWKHJURXQG+RZHYHUJHQXLQHSDUWLFLSDWLRQ
ZLWKFRPPXQLWLHVSRVHV³SUREOHPV´IURPWKHSHUVSHFWLYHRIPRVW1RUWKHUQRUJDQLVDWLRQVEHFDXVH
LWLQFUHDVHV³LQHIILFLHQF\´HJE\LQFUHDVLQJWKHWLPHQHHGHGWRFRQGXFWDQDVVHVVPHQWRUE\
UHTXLULQJWKHFXOWLYDWLRQRIWUXVWZLWKFRPPXQLWLHVLQVWHDGRIWKHXVXDOVKRUWWHUPWUDQVDFWLRQDO
UHODWLRQVKLSV DQG ULVNV ORVV RI FRQWURO E\ UDLVLQJ H[SHFWDWLRQV DQG LQFUHDVLQJ FRPPXQLW\
GHPDQGVIRUDFFRXQWDELOLW\E\WKHRUJDQLVDWLRQVE\FUHDWLQJWKHVSDFHIRUFRPPXQLW\LQIOXHQFH
RYHUWKHPHDQVDQGHQGVRIDQLQLWLDWLYH
4I]VKPWNI8+1)t.IKQTQ\au"7KHUHLVDJHQHUDODSSUHFLDWLRQRI WKHSRWHQWLDOXWLOLW\RI3HDFHDQG
&RQIOLFW ,PSDFW$VVHVVPHQW LQ WKHZRUNRI GHYHORSPHQW DFWRUV DQGGRQRUV([DFWO\KRZ WKLV
PLJKWEHXQGHUWDNHQDQG LQWHJUDWHG LQWR WKHLUZRUN LV OHVVFOHDU7KHHVWDEOLVKPHQWRID3&,$
³IDFLOLW\´RU³PHFKDQLVP´ZRXOGVHUYHDVDUHVRXUFHIRUDOOVWDNHKROGHUVLQWHUHVWHGLQXVLQJDQG
XOWLPDWHO\LQWHJUDWLQJ3&,$ZLWKLQWKHLURUJDQLVDWLRQVDQGDFWLYLWLHV7KLVIDFLOLW\FRXOGWDNHWKH
IRUPRIDWHDPRILQGLYLGXDOVEDFNHGXSZLWKWKHQHFHVVDU\UHVRXUFHVILQDQFLDODGPLQLVWUDWLYH
ORJLVWLFDOLQVWLWXWLRQDOWRXQGHUWDNHRUIDFLOLWDWHWKHIROORZLQJDFWLYLWLHV3&,$WUDLQLQJ
PDQDJLQJDPHQWRULQJSURJUDPPHIRULQGLYLGXDOVZLWKLQRUJDQLVDWLRQVWRXQGHUWDNH3&,$VDQG
WRLQWHJUDWH3HDFHDQG&RQIOLFW6HQVLWLYLW\WKURXJKRXWWKHLUZRUNDQGWKHFROOHFWLRQDQDO\VLV
DQGGLVVHPLQDWLRQRI3&,$H[SHULHQFHVDVVHVVPHQWVWRRONLWVWUDLQLQJPDWHULDOPDLQVWUHDPLQJ
HIIRUWVHWFDQGOHVVRQVOHDGLQJWRWKHFUHDWLRQRIDUHSRVLWRU\RI3&,$UHOHYDQWLQLWLDWLYHVDQG
WKHRQJRLQJV\VWHPDWLFDQDO\VLVRIWKLVPDWHULDOLQRUGHUWRGHYHORSDFOHDUHUVHQVHRIZKDWLV
ZRUNLQJZKHUHLWLVZRUNLQJZK\LWLVZRUNLQJDQGZKHWKHUOHVVRQVFXOOHGIURPVXFFHVVHVDQG
IDLOXUHVFDQEHDSSOLHGWRRWKHUVHWWLQJV7KHH[SOLFLWREMHFWLYHLVWKHGHYHORSPHQWDQGUHILQHPHQW
RIWRROVDSSURDFKHVDQGH[SHUWLVHLQSHDFHDQGFRQIOLFWLPSDFWPRQLWRULQJDQGSURJUDPPLQJ
:KHUHYHUWKHIDFLOLW\LVORFDWHGLWVKRXOGEHUHDGLO\DFFHVVLEOHWRWKRVHZKRZLOOGUDZXSRQLW
DQGLWVKRXOGYHU\H[SOLFLWO\GHPRQVWUDWHLWVFRPPLWPHQWWRWKHSULQFLSOHVRIFDSDFLW\EXLOGLQJ
DQGORFDORZQHUVKLSGLVFXVVHGDERYH$PRQJRWKHUWKLQJVWKHIDFLOLW\ZRXOGFROOHFWDQGWUDQVODWH
PDWHULDOLQWRKDQGVRQDQGLPPHGLDWHO\XVHDEOH3&,$UHOHYDQWWRROV
8+1)8QTW\8ZWRMK\["3DUDOOHOZLWKRUHYHQSULRUWRWKHODXQFKLQJRIWKH3&,$)DFLOLW\QRWHGDERYH
LW LVUHFRPPHQGHGWKDWDQXPEHURISLORWSURMHFWVEHLGHQWLILHGDQGVXSSRUWHG7KLVPLJKWIRU
H[DPSOH LQFOXGH D FRPPLWPHQW IURP FXWWLQJHGJH RUJDQLVDWLRQV WR H[SOLFLWO\ LQWHJUDWH 3&,$
LQWRVHOHFWHGSURMHFWV±DVLVEHLQJSURSRVHGE\:86&DQG2;)$0$QGLWVKRXOGLQFOXGHWKH
SDUWLFLSDWLRQRISDUWQHUVZLWKLQWKHSLORWLQLWLDWLYHV
3MV*][P
.1-4,67<-;"<PQVO[14MIZVML)JW]\8+1)QV0IJIZIVIIVL5QVLIVIW
!
*MZOPWN:M[MIZKP+MV\MZNWZ+WV[\Z]K\Q^M+WVNTQK\5IVIOMUMV\
7RHQVXUHWKDWDQ\3&,$LQLWLDWLYHZLOOKDYHDSRVLWLYHSHDFHEXLOGLQJDQGGHYHORSPHQWDOLPSDFWLW
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